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MONDAY, AUGUST 17, 1959 


House oF REPRESENTATIVES, 
SPECIAL SURCOMMITTEE ON SMALL BusINnzEss 
PROBLEMS IN THE Dartry INDUSTRY OF THE 
Setect Commitrer To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusIngss, 
Denver, Colo. 

The subcommittee met pursuant to notice, at 8:30 a.m., in senate 
chamber, State Capitol Building, Denver, Colo., Hon. Tom Steed 
(chairman of the subcommittee) presiding. 

Present: Representatives Steed, Roosevelt, and Derwinski. 

Also present: Representative Johnson of Colorado, Everette Mac- 
Intyre, chief counsel, and Brooks Robertson, analyst. 

Mr. Steep. The committee will be in order. 

It is my pleasure to welcome you here today on behalf of the special 
subcommittee of the House Select Committee on Small Business and 
to introduce my colleagues and assistants here. We are very happy 
today to have with us Congressman Jimmy Roosevelt, of California, 
and Congressman Derwinski, of Illinois, and, of course, Congressman 
Johnson of Colorado. 

We also have here today Mr. Everette MacIntyre, our committee 
counsel, and Mr. Brooks Robertson, our committee analyst. 

This special subcommittee of the House Small Business Committee 
is opening hearings this morning regarding acts and practices in the 
distribution of dairy products. 

We appreciate the time which has already been given by many 
of you in assisting us to prepare for these hearings and in appearing 
before us as witnesses to present facts to us. We hope that the results 
of this study will prove that your time has been well spent. 

Complaints have been made to us that large distributors of dairy 
products in the Denver, Colo., area are using unfair price and unfair 
trade practices to eliminate small competing distributors. It has 
been alleged that this includes the selling of milk at unreasonably 
low prices, including sales at prices below cost, and in subsidizing 
those sales by much higher prices on sales of similar merchandise in 
other areas or of other kinds of merchandise in this area. 

It should be emphasized that the special subcommittee does not 
consider that the problem before it is one of low prices as such. We 
should and do encourage businessmen to pass on to the consuming 
public the greatest service and the best quality merchandise at the 
lowest possible prices consistent with efficient operation and effective, 
fair competitive practices. 
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Obviously, if, as alleged, milk is being sold in this area at prices 
below cost, such prices are not the result of efficient operations, but 
may reflect trade policies and practices below standards usually 
accepted as being fair. Also, we are aware that in any contest, 
the results of which are to be determined through the use of sales at 
prices below cost, only the largest and most powerful can win. That is 
true even though the less powerful are more efficient. In the long 
run the buying public suffers when sales below cost eliminate efficient 
competing sellers. 

The best assurance the public has for continued low prices is the 
preservation of efficient competition in a climate of fair competitive 
practices. In some areas where unfair policies and pricing practices 
have eliminated competition, prices are high. Investigations and 
studies of those areas are continuing for the purpose of determining 
what can be done legislatively to help restore fair competitive competi- 
tion for the benefit of the public and small businessmen. 

The subcommittee’s investigation and hearings on small business 
problems in the dairy industry in Denver, Colo., are to develop the 
facts. We are making no charge against any distributor of dairy 
products. We shall continue our investigation and hearings until we 
feel that we have information adequate to make conclusions thereon, 
and report to the full committee in Washington, which, in turn, will 
report to the House with recommendations as provided for in the 
resolution which created the House Small Business Committee. 

Today, we have arranged for a number of witnesses to appear before 
the committee, and we will call as our first witness Mr. Stuart G. 
Cochran, who is the general manager of the Denver Milk Producers 
Association. 

If Mr. Cochran is here, will you please, sir, take the desk there, 
No. 3, and if you will, sir—if you will identify yourself for the record 
I would then like to administer the oath. 

Mr. Cocuran. My name is Stuart G. Cochran. I am general 
manager of Denver Milk Producers, Inc. 

Mr. Streep. Do you swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Cocuran. I do. 


TESTIMONY OF STUART G. COCHRAN, GENERAL MANAGER, 
DENVER MILK PRODUCERS, INC. 


Mr. Steep. Do you have a prepared statement you would like 
first to give? 

Mr. Cocuran. I have the entire form in a prepared statement here. 
If I may present it in that manner, then I would be willing to answer 
any questions at all you might have. 

Mr. Steep. All right; you may proceed as you wish. 

Mr. Cocuran. Incidentally, I have copies prepared of this state- 
ment for all committee members who are present. 

First of all, if I may, I have prepared a letter of transmittal, dated 
August 15, 1959, addressed to the Select Committee on Small Busi- 
ness of the House of Representatives of the United States. 

Mr. Steep. Pardon me, Mr. Cochran. If you care, you may be 
seated. 
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Mr. Cocuran. All right, fine; that would be much easier. 

Gentlemen, my name is Stuart G. Cochran and I am employed as 
general manager of Denver Milk Prodacers, Inc., a milk producer 
marketing and bargaining cooperative. Our association represents 
the interests of approximately 1,400 grade A milk producers supply- 
ing in excess of 95 percent of all raw milk sold to handlers in the 
Denver milkshed. Our organization has successfully managed the 
affairs of dairy farmers in this area from January 16, 1943, to date. 

Our association has been a real factor in this area through the years 
because of concerted effort in the following directions: 

(1) A dedication to the principle that our producers must meet 
established health regulations and sanitary standards as prescribed 
by the existing health authority. We have worked very closely with 
State and local officials toward this goal, particularly with Harold 
Barnum, chief, milk inspection division, Denver Department of Health 
and Hospitals. This effort has resulted in the development of an 
adequate supply of top quality milk. 

(2) Because of sound quality and production programs, we have 
been able to seek and receive good prices from handlers for the 
majority of our milk production. An excellent example of sound 
production planning is our base and reserve program established 
January 1, 1954, which has enabled us to reduce our drop from peak 
spring production to low fall production, thereby eliminating the need 
of procuring expensive supplies of outside milk during the fall low. 
Prior to our base and reserve program, declines in production in excess 
of 30 percent were not uncommon. Our base and reserve program 
change the decline to approximately 12 percent in 1954, and the decline 
has averaged about 6 percent in the 5-year period that the program 
has been in effect. 

(3) We have directed an all-out producer advertising program since 
1954, which costs approximately $120,000 annually, and is aimed at 
keeping the public continually informed as to the value of milk as a 
food and beverage. 

(4) We have financed in excess of $1 million worth of new equipment 
for our members in order to encourage better facilities and methods. 

On Tuesday, August 11, 1959, I was contacted by Mr. Everette 
MacIntyre, general counsel, for your committee, requesting certain 
market information, which request was reiterated in an August 12 
letter from the Honorable Tom Steed, chairman of the special sub- 
committee. In order to comply with your requesi, may I respectfully 
submit the following exhibits: 

Exhibit A: Raw milk prices January 16, 1943, through July 31, 
1959. 

Exhibit B: Raw product costs to handlers per quart of 3.5 percent 
milk at various class I prices in effect since January 1943, including 
analysis of gross margins. 

Exhibit C: Raw product cost to handlers per one-half gallon at 
various test levels based upon June 1959, and July 1959 class I prices. 

Exhibit D: Market growth analysis—comparing prices, sales, 
production, and Denver metropolitan area population trends for the 
year 1943, and the period from January 1, 1953, through June 30, 1959. 

Exhibit E: Map outlining approximate sales and production areas. 

Exhibit F: Summary outline on price wars in three parts. 

(1) Probable causes. 
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(2) Possible effects. 
(3) Suggested cures. 

Exhibit G: Prepared statement on the current situation. 

If further information is desired by the committee, our association 
is prepared to comply, given time. 

Then, the next item I have is, of course, this exhibit A, a detailed 
summary of raw milk prices in this area from January 1943 through 
July 1959. It is on a monthly basis. It shows, first of all, the retail 
price per quart of milk as reported to the U.S. Department of Agri- 
culture. The second thing, the pool class I price per pound of butter- 
fat, which is our fluid milk pricing method. Then it is converted to a 
3.5 percent test for a comparison with national standards. 

The next item is a direct ration differential per point in test. The 
next shows the producer blend price per pound of butterfat. Then, 
converted to hundredweight, the final item would be the direct ratio 
differential per point in test. 

You will note—this is a rather lengthy schedule. We won’t take 
time to read all of it. 

You will note in January 1943 our class I price per pound of butter- 
fat on fluid milk was 83.6 cents. Converted to a hundredweight at 
3.5, it is $2.926. Our differential per point is 8.4 cents at that time. 
Our producer price was 77 cents, which, converted to the hundred- 
weight at 3.5, is $2.695. And the differential per point in test is 7.7 
cents. 

This goes through, then, the entire 16-year period that has trans- 
pired since that time. It shows various raises in retail level on home 
delivery, various other notes showing what we began a set-aside 
pao in our market in an effort to level production. It goes on and 
ater explains when we started our basing program. It shows the 
various adjustments in the class I level from time to time. And all 
these are translated to 3.5 percent fat content. 

That brings us right up to the current year. Well, let’s go to last 
year, 1958. We were at a level of $1.70 at that time on class I; $5.95 
a hundredweight on 3.5, with a 17-cent differential. For purposes of 
comparison, the national standards, I am sure you are familiar with 
them, differentials on class I, are about 8 cents. Our class I differ- 
ential is high—a very good reason for it, which I will explain later. 

Then we detail our base and reserve or surplus prices. These are 
broken down into hundredweight of milk at 3.5 and the differentials 
on both the base and reserve portions of milk are shown. 

On February 1 of this year, 1959, you will note that our class I price 
declined by 4 cents to a level of $1.66. Converted to per hundred- 
weight, this is $5.81 or 14 cents a hundred lower than our January 
price. Our differential on a direct ratio basis still, 16.6 cents. Our 
basic price declined 2 cents to producers at that time, from $1.42 to 
$1.40. Our surplus price remained the same at 74 cents. Our base 
converted then was worth $4.90 a hundred on 3.5. Our differential 
still on a fat basis, 14 cents on base, 7.4 cents on reserve. 

We remained at the level of $1.66 per pound fat, or $5.81 a hundred 
on 3.5 through the month of April 1959, at which time an additional 
reduction of 2 cents per pound fat was taken on our class I price to 
handlers. This left us at a level of $1.64 per pound fat, or $5.74 a 
hundred on 3.5 milk. You will note, also, that our producer prices 
continued to decline during that period not only due to the reduction 
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in the class I price, but due to the fact that we were in our normal 
spring flush at the time. Milk tends to flow upward through May, 
then tends to decline through September. Our July price, for ex- 
ample, on base, over in about the fourth column is shown as $1.32. 
Our August price will be $1.34. As production declines, a greater 
portion of production is assigned to class I sales, cur price tends to 
increase. 

Our exhibit B, then, the next item that I have here—if you will 
permit me to read it. In an analysis of gross margins above raw 
product costs, it would be well to bear in mind the following: (a) The 
State minimum butterfat content is 3.2 percent; (6) the Denver 
minimum butterfat content is 3.25 percent; and (c) the average bottle 
of milk sold by cooperating handlers test is 3.35 percent. 

Now this 3.35 is an average of all milk sales reported to us through 
our equalization pool on a monthly basis. 

Then we detail the thing. The cost of raw product per quart of 
milk priced at $1.62 per pound butterfat at varying tests—we break 
it down on tests of 3.2 which is the State minimum, 3.25 at the city 
minimum, 3.3, 3.35, which is the average bottle sold in our market. 
And then 3.4 through 4; 4 begins our premium breed milk, on which 
the handlers have an additional charge per quart; 4, 4. 2, and 4.5 
would be your premium breed milk, and then our milk drinks at 2 
percent, 1% percent and skim, at, for all practical purposes, zero per- 
cent. We show the per hundredweight price, which is the amount 
we arrive at by converting our $1.62 per pound fat times the varying 
test levels. And you will note that on the average bottle of milk 
sold at 3.35 test, the cost per hundredweight is $5.427, which compares 
= favorably with the national average. On 3.5 we are somewhat 

igher. 

oe cost per quart, then, to the handler, would be 11.67 cents on 
this particular product. His gross margin would be about 13.33 
cents. ‘Out of this gross, of course, he has his other overhead items, 
labor, and so forth, to pay for; 3.5, which is the standard used by the 
US. Department of Agriculture for reporting, prices paid in various 
markets, our conversion at that level is $5.67, the handlers pay approx- 
imately 12.19 per quart 3.5 milk, raw product cost. Gross margin is 
approximately 12.81 cents. 

Our next sheet, then, in exhibit B, explains briefly our pricing ar- 
rangement—July 1959 producer base price is at its lowest point since 
June 1953. For comparison, it is 5 cents a pound butterfat below 
July 1958, 9 cents a pound butterfat below July 1957, 10 cents a pound 
butterfat below July 1956, and 10 cents below July 1955, and 11 
cents below July 1954. 

The class I price for price handlers pay for raw milk for fluid usage 
started at a level of 83.6 cents per pound butterfat in January 1943, 
reached a low of 0.8215 cents in April 1943, and then increased to a 
brief high of $1.77 per pound butterfat in October 1952, declined to 
$1.74 in November 1952, $1.71 in April 1953, $1.68 in January 1954, 
$1.66 in July 1955. Then again increased to $1.70 a pound butterfat 
in May 1956. The price held at $1.70 a pound fat until February 1, 

1959, when it declined to $1.66 and then to $1.64 on May 1, and to its 
current level of $1.62 on July 1 

The following chart shows the cost of raw product per quart of 
3.5 milk to handlers at various price levels from 1943 to date. They 
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are quoted on the basis of retail price per quart and margin above 
raw product cost. 

Then this next chart will show our class I price as variations have 
occurred in it. It shows a conversion to the hundredweight at 3.5 
test, 100 pounds, of course, equals 46% quarts of milk. The raw 
product cost per quart to handler on 3.5 milk for each change in price 
is shown. Quoted retail prices which were reported to the U.S. 
Department of Agriculture are shown. And the gross margins above 
raw product cost on 3.5 milk are shown. 

Now the thing that we are primarily interested in, of course, is 
1959. In June, at $1.64 a pound fat, the cost per hundredweight of 
3.5 milk was $5.74 a hundred, or approximately 12.33 cents per 
quart, raw product cost. Selling at a normal quoted price of 25 cents, 
this leaves a gross margin of 122% cents per quart. When the price 
was reduced on the retail home delivery to 21 cents, this left only 
8% cents per quart. 

On the next sheet, then, we show our $1.62 class I level, which is 

$5.67 a hundred, or 46% quarts. The cost on that, to handlers, for 
3.5 milk would be 0.1219 cents, and their gross margins, above raw 
costs per quart of 3.5 are shown as 12.8 on the 25-cent 1 price retail and 
8.8 cents on the 21-cent price. 
The next exhibit which I have prepared for you is headed ‘ Exhibit 
C.” It is a table showing raw product costs to handlers on Denver, 
Colo., market per one-half gallon, based on our June 1959 fat price of 
$1.64 a pound, on our July 1959 fat price of $1.62 a pound. 

Now, these costs, if you will note, were arrived at by taking recog- 
nized standard weight of 4.3 pounds times the test to arrive at the 
actual fat contained in a half gallon of milk. They will vary slightly 
from costs arrived at by the commonly practiced method as follows— 
which would be to take your 3.5 test times your $1.64 to arrive at your 
$5.74 a huadred. Then the average formula used per hundred pounds 
of milk is that it equals approximately 23 half gallons. So dividing 
your $5.74 by 23 you get a raw product cost of 24.9 cents per unit. 

This shows, then, the fluid weight of a half gallon at approximately 
4.3 pounds, the varying tests used, it shows the total fat contained. 
It shows the raw product costs to handlers at the $1.64 a pound fat 
level or the $1.62 a pound fat level, detailed all the way again to 4.2 
and 4.5 percent milk. Also, the cost of skim, which has a zero cost oa 
our market, because we are on a butterfat basis, which I will explain 
briefly later. 

Exhibit D, of course, is market growth. We have taken the first 
year of our operations, 1943, and have compared that year with the 
vears 1953 through June 1959, inclusive. Population figures per the 
Denver Chamber of Commerce show, first of all, in 1943 454,500 
people, which is 100 percent of 1943. Class I sales at that time were 

2,958,000 pounds of fat. Daily average sales were 8,104 pounds of 
fat. The eross value of class I sales for that year to producers in 
this market were $2 476,192. 

Our class I sales, you will note, had practically doubled in the 
10-year period then until 1953. And in 1959, the current year, our 
class I sales were 281 percent of what they were in 1943. Our market 
has grown and grown substantially. Our daily average sales have 
increased during that period from 8,104 pounds daily to 22,863 pounds 
daily. The population in the metropolitan area hasn’t quite doubled 
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during that period. The latest figure by the chamber shows 850,250 
people, approximately, which is about 187 percent of 1943. Our 
market has grown. 

Over on the next sheet—this thing is folded, stapled together—we 
have figures shown on total production, our production also has 
expanded tremendously during that period. Our production in the 
current year is 340.6 percent of what it was in 1943. Our daily 
average production is not quite four times what it was in 1943, as 
compared to approximately three times growth in sales, class I sales. 

Our gross value of all sales has risen steadily, from 1943, $3,500,000, 
approximately, to $19,800,000 last year. Our number of producers 
rose steadily from 1943 into 1952, then began to decline. In 1953, 
we had 2,109 producers, currently we have 1, 455 producers of record, 
for the month of June. This is an average for the year to date. 

Our producers, number of producers, then, would be approximately 
110 percent, about a 10-percent increase over 1943. Our producer 
average price has risen, then declined, depending upon market values, 
and so forth, from a point of an average blend price paid producers 
in 1943 of approximately 80 cents. Our current annual average to 
date is $1.327—about 52.7 cents, or about five-eighths increase in 
that. 

The summary below, then, shows the market increase in population 
of 87 percent, fluid milk sales increase, 181.3 percent, milk producers 
increase, 10.4 percent, production increase 240.6 percent, blend price 
to producers up approximately 65.6 percent. And during this period, 
the retail price to consumers has approximately doubled. 

The next exhibit, exhibit D, on market growth, part 2. I would 
ask that you gentlemen keep these figures confidential. They are 
not published. The reports that are made to us by handlers will 
bear out these facts. And we are perfectly willing to open them to 
the Congress or to any Government agency. I would prefer that 
they not be quoted. We accept reports from these handlers on a 
confidential basis with the understanding that the figures will not be 
published. And I would prefer, before any of them are published, 
that we be given the opportunity to ask of handlers their permission 
to publish their own figures. 

This part 2 of exhibit D will show market growth. It shows, first 
of all, the distribution of retail milk volume among the major handlers. 
It takes into account about 80 to 81 percent of the retail volume in 
the market. It takes into account about 93 to 94 percent of the whole- 
sale volume. It names the various handlers. It shows their position, 
or the position of each in the market. It shows switches that have 
occurred in these various brackets during the past 3 years. 

Once, again, I would appreciate your not publishing these figures 
without giving us the opportunity to at least secure permission from 
handlers who have reported to us confidentially. 

Mr. Streep. On behalf of the committee, I would like to inform you 
we have always kept this type of information confidential. 

Mr. Cocuran. Fine. 

Tbe next item, then, is this, a map, showing our production and 
sales area, I had purchases—I must apologize to you gentlemen, I 
had purchased maps from one of the local filling stations. I was 
advised by Mr. MacIntyre that these maps are copyrighted. Although 
we couldn’t find the copyright Saturday, I found it Sunday. For this 
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reason, I have prepared a map myself. If it is not too legible, we will 
try to get something better prepared for you later on. 

This map shown in the dark outline area would be our production 
area. We receive milk from within this entire area. The area that 
is shaded by the diagonal lines is the area of our major production. 
This is where the major portion of our milk comes from into the 
Denver shed. The map locates—the numbers of circles are highway 
numbers, some of them U.S. highways, some State—showing the 
sie ey Denver with Loveland, Fort Collins, Greeley, and 
so forth. 

All of our production is within the State of Colorado. Approxi- 
mately 95 percent of our sales are within Colorado. We do sell, or 
cooperating handlers, I should say, do sell some milk interstate. Ap- 
proximately 85 percent of all sales are within the Denver metropoli- 
tan area, which would include, of course, Boulder, Lakewood, Aurora, 
Wheatridge, and so forth. 

This map will give you a rough outline of our production area. I 
thiak, if you take this map and compare it with a standard highway 
map, you will find the scale is approximately the same as is contained 
on most highway maps of the State of Colorado. 

Our next exhibit, then, is exhibit F, referring to the milk price war 
in this area. First of all, item A is probable causes. 


1. Erpanding market, attractive to outside suppliers 


(a) In order for outside suppliers to enter a market and develop 
volume they often elect to do so by the easy method of offering the 
product at reduced prices. 

(b) At cut prices, a new supplier tends to develop a certain volume, 
which is not necessarily large, but tends to reduce the volume of exist- 
ing producers and/or processors. 


2. Lack of salesmanship 


(a) Established handlers find it easier, and possibly essential, to 
promote giveaways in order to hold volume or develop new volume in 
proportion to market growth because 

(6) Any handler finds it easy to sell milk at a price lower than what 
is considered normal, possibly encourages samplings, thereby cheapen- 
ing this fine product in the eyes of the consumer. 


3. Small single product handlers 


(a) In order to develop a spot in the marketplace, a new handler 
may enter and begin the processing of only one item; for example, the 
half gallon or gallon jug, on which 

(6) He passes back to the consumer the savings in processing and 
distribution costs. If the handler is so inclined, these savings can 
establish a single-line price per unit which varies widely from the price 
required by a multiple-line handler whose costs are much higher, 
particularly at the retail home delivery level where the ratio on stops 
per unit delivered is about 40 or 50 to 1. 


4. Butterfat pricing at the producer level 


(a) Under our butterfat pricing method the skim portion is not 
separately priced, leaving a wide variety of products without an as- 
signed cost value, including fluid skim milk, cottage cheese, and butter- 
milk, which contain trace fats or no fat at all. 

(6) Failure to assign a specific value to skim has caused considerable 
‘Sockeying”’ on byproducts, which eventually is reflected in milk 
“flareups.”’ 
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For example, I have noted within the past 6 months’ time cartons 
of cottage cheese with coins taped on them. I have noticed the use 
of nondairy products—lemonade, orange drink—given with the pur- 
chase of a specified amount of milk, and these things, no doubt, have 
had their effect. 

Pricing of manufacturing bracket butterfat in our market at the 
producer level has been somewhat below national averages and has 
encouraged some jockeying on ice cream and other manufactured 
products containing butterfat. 


5. Technological developments—Dairy industry 


(a) Vastly improved cooling, handling, and hauling procedures have 
enabled producers in surplus production areas to reach out greater 
distances with volume production in an effort to attract better markets 
and prices for their product. 

This is one of the things that is bothering us here. 


6. The tendency of the market to permit the tail to wag the dog 


(a) The portion of the market serviced by price-cut operators could 
reasonably be estimated at not to exceed 5 percent of the total avail- 
able market. 

(b) For some unusual reason, the dairy interests, as with any other 
commodity, tend to seek the lowest quoted price, which makes it 
seem, at times, as though they would anion rather give the product 
away in preference to losing a customer. 

It sounds ridiculous, but it is true. 

7. Failure to develop new approaches in packing and distribution 

(a) Instead of attempting better service and packaging, the industry 
tends to use outmoded methods which have proved disastrous in other 
areas; for example, 

(b) Multiple quart containers having the function of permitting 
certain savings in the processing of milk, which are passed on to 
consumers at unrealistic rates, and, therefore, are used generally as a 
“ripper” to develop volume at prices out of proportion to actual 
savings effected. 

B. POSSIBLE EFFECTS 


1. Destruction of consumer relationships 


(a) Consumers generally have realized that a half gallon of milk 
purchased at the market for 47 cents is an excellent food buy because— 
(1) It contains more bodybuilding value per pound than any 
other single product per pound at a lower cost. By comparison, 
4 pounds of the average meat product will cost approximately 
$3.20, or almost 7 times as much as the cost of 4.3 pounds of milk; 
(2) Concentrated fruit drinks are priced at about 12 cents 
higher than the proportional amount of milk; 
(3) Six 12-ounce bottles of soft drink are priced at approxi- 
mately 48 cents, if cooled, as milk is; and 
(4) Eight 7-ounce cans of an alcoholic beverage cost over $1 
for the "6 ounces, or over two times as much. 
(b) If the price is depressed for too long at the consumer level, 
as happens in a price eruption, the individual consumer tends to 
accept the lower price as being proper; therefore, 
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(c) When a price war ends—as we are told all good things must— 
and the price returns to the prewar or higher level, the consumer has 
the feeling that processors and producers as well are recipients of 
undue profits. 

(d) Relationships destroyed in this manner are not easily rebuilt, 
and “nature’s finest food” can find itself unduly maligned. 
2. Destruction of producer prices, depreciation of market, and erosion 

of auality 

(a) The usual end of price wars generally is reflected in lower prices 
to producers because— 

(1) Certain handlers find themselves in the position of not 
meeting producer payrolls due to declining margins; 

(2) Producers not compensated would tend to seek other 
outlets for their raw product where payment could be expected, 
and would be willing to take less for their milk in return for 
the assurance of a market; 

(3) Handlers not meeting payrolls would be out of the pro- 
cessing of dairy products, decreasing the number of outlets avail- 
able to the cooperative for sale of its product. 

(4) These factors would leave the producers, through their 
cooperative, in a state of panic, which would necessitate accept- 
ance of lower raw product prices to assure outlets. 

(b) Producers receiving lower returns for their raw product, would 
be helpless witnesses to the depreciation of their market. 

(1) By accepting lower prices for their produce, dairy farmers 
would have less money to spend with small businessmen in their 
local communities; 

(2) Prices depressed by even 10 percent to producers would 
eliminate many marginal, small operators, and could in turn be 
expected to reduce in proportion the gross volume of business 
done by independent merchants in their home community; 

(3) An erosion of quality will result from lower compensation 
since producers will see the elimination of any incentive to invest 
heavily in producing dairy animals and modern equipment, for 
we are advised by best available information that producers of 
milk on a national average already have an investment of $95 
for every $5 invested at the processor level. In spite of this 19 
to 1 investment ratio, the producer receives less than 50 cents of 
the consumer dairy product $1; 

(4) In the face of declining prices we can readily realize that 
the producer will not be encouraged to maintain the 19 to 1 in- 
vestment ratio in return for a smaller share of the consumer food 
dollar; 

(5) Declines in quality of production can easily be followed by 
declines in quantity. Producers of milk in our market, based on 
returns higher than the national average—ours is a good market— 
still receive less than 75 cents per hour return on their labor and 
investment. Please bear in mind, gentlemen, that this figure 
applies to a morning and night schedule 7 days weekly. By com- 
parison, factory workers on a national average receive in excess 
of $2 per hour for 40 hours, or 5 days weekly, overtime and other 
fringe benefits, and all this with little or no investment. Please 
understand that as producers of milk we have no quarrel with 

labor being properly compensated. In fact, it is essential to us 
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that they be compensated in order to be able to purchase our 
produce in its refined state. However, it is equally essential 
that prices to producers be maintained, or even raised, not lowered 
in order to encourage the flow of milk needed to feed our con- 
stantly increasing population. 


C. SUGGESTED CURES 
1. Denver, Colo., market 


(a) The situation can be remedied to a degree in our local market 
by the adoption of the hundredweight, rather than the butterfat 
method of buying and selling milk. 

(1) This system would assign specific values to both skim and 
butterfat contained in raw milk sold to handlers for processing. 

(2) Accurate cost accounting procedures would then establish 
complete pricing of all finished dairy products, and would tend to 
eliminate jockeying on by products to a large degree. 

(3) The hundredweight method has been adopted by our 
membership, and tentative equalization pricing contracts have 
been prepared and accepted by our board of directors. These 
contracts will be effective as rapidly as we are permitted to 
negotiate satisfactory pricing for our producers. Along this line 
it would be helpful to our producers, as well as to cooperatives 
nationally, to see the adoption of H.R. 7191, giving clear cut 
legislative authority to cooperatives to bargain for sale of milk 
and milk products. 


2. Effective national cures, applying locally 


(a) It might be well, in the interest of the public health and welfare 
aspects created by unusual pricing, to consider legislation making the 
dairy industry a public utility. 

(b) In this way, regional pricing boards might be established to 
determine minimum prices to be charged for various units of products 
sold, which would control price-cutting and giveaway practices. 

(c) Producers would be protected to the degree that peculiar 
consumer pricing practices resulting in price wars would stop, thereby 
eliminating this means of subverting a market for producers. 

(d) Consumers would be protected from the normal trend toward 
higher prices at the close of a price flareup. 

(e) Handlers, large or small, would tend to benefit by uniform 
market pricing which would place all large volume accounts on an 
equal footing for bids. 

(f) The dairy industry generally would benefit by the renewal of 
emphasis on quality instead of price, and price wars would be virtually 
eliminated, which would get away from cheapening this valuable food 
in the public eye. 


3. Other observations 


(a) It might be well to consider underwriting legislation toward the 
development of a 5-day cow to conform to the 5-day plant week, since 
we in the production end of the milk industry are continually per- 
plexed by the problem of having excessive milk 2 days weekly, short- 
ages 1 or 2 days weekly, and an adequate supply the other 3 or 4 days 
weekly. Because of this condition we are ever faced with the prospect 
of having to produce a surplus 2 days weekly in order to have the 
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needed milk available the other 5 days. A producer of milk for a 
fluid market has a definite responsibility to the market to produce the 
product as it is needed, which can only cause excess production on a 
weekly, monthly, or annual basis. 

Apparently, several factors led to the price break June 25, 1959. 
Most have probably been mentioned in the foregoing outline. It 
seems appropriate at this time to quote in part a 1913 statement by 
W. D. Hoard, republished in a recent issue of Hoard’s Dairyman: 

We are all groping our way to a hoped-for place where we shall know for certain 


what to do or what to say. But in the meantime let us be thankful for the help 
that comes our way. 


And then further, 


The problems of today are either new ones or new combinations of the old ones. 
We must ever expect to be confronted with problems. All we have a right to 
hope for is increased power to cope with them, 

With this in mind, on behalf of our 1,400 producers permit me to 
say a very sincere ‘““Thank you” for the help that (may) come our 
way. Please excuse me if I have shown a tendency to filibuster, but 
the problem has been perplexing and I have given considerable 
thought to it and to the preparation of the foregoing analysis. If I 
am able to answer any questions, now or later, I will certainly try. 
I have enjoyed being with you today, and pledge the assistance of 
our association and staff toward your conduct of hearings in our 
market. 

Mr. Streep. Mr. Cochran, I want to say for the committee that we 
appreciate the obviously very large amount of work you have gone 
through to bring this information to us. It is one of the most thorough 
and interesting presentations we have had in any of our hearings. 

Now, because of an oversight on my part at the beginning of our 
hearings, I want to deviate just a little bit in our procedure. And, at 
this time, I would like to present one of our members who has done 
a lot of work in this field and who presently is chairman of another 
subcommittee investigating the whole food problems of the Nation, 
and, in my opinion, is doing a very outstanding job. At this time 
I would like to call on Congressman Jimmy Roosevelt for any com- 
ments he wishes to make, and any questions he would like to ask. 

Mr. Roosrvett. Thank you, Mr. Chairman. 

I might, too, compliment you, Mr. Cochran. I think this is a most 
interesting presentation. It certainly gives us much food for thought, 
although it is going to take a little time to get through it. 

The milk situation, ] am sure you realize, does fit into the entire 
food industry picture. That is why I am particularly glad to be here 
under my colleague, Mr. Steed’s chairmanship this morning, because 
many of the questions which we will come to in the whole food indus- 
try are intimately tied up with this. And it might interest you to 
know that many of the members of this committee are also members 
of that committee, and we are working very closely and cooperatively 
together with Mr. MacIntyre, who is general counsel, and counsel for 
both these committees. 

Mr. Chairman, I noticed Mr. Cochran’s, I think, tongue-in-check 
reference to developing legislatively a 5-day cow. I have heard a lot 
of things that legislatures could do, but I never heard of anything of 
that kind. However, it might not be as silly a suggestion as you might 
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believe. You know, there is a tremendous part of the world that is 
underfed. And I am wondering if it might not be reasonable to give 
some consideration to nationally taking 2 days of the dairy products of 
the country and work them into a food for peace program, so that, 
in essence, you would have a 5-day cow to take care of the domestic 
situation and a 2-day cow to help us raise the standard of living and 
meet the competition or the basic battle for men’s minds in the rest of 
the world, by using this excess production or whatever you want to 
call it to implement our fight for peace and the minds of the rest of 
the world. At least you have raised something in my mind that I 
am going to give a lot of thought to, even if you did do it in a facetious 
manner. 

I think, too, that the suggestion which you made in paragraph 2 
of your presentation, effective national cures, raises a point which, if 
the Chairman would allow you to do it—I would ask you to elaborate 
a little bit. It seems to me in essence what you have suggested 
comes pretty close to a price control program, if not price fixing. 
If it is sound in this industry, I think you will find that unquestionably 
many people will think it is sound in other parts of the food industry. 
I am wondering whether you have thought through the complexities 
and the opposition which undoubtedly would arise to setting muini- 
mums as well as, I think you suggest here, maximums, on the basis of 
Government control, particularly in a market which, such as yours, 
is to a large degree an intrastate, market. 

Mr. Cocuran. Mr. Roosevelt, I had no intention of suggesting that 
maximums should be placed on this fine food. I think it should draw 
quite a little more than what it is currently receiving. 

I did feel, and I still do, that the major need in the dairy industry, 
particularly in our own area here, is legislation for handlers that will 
enable them to be protected from themselves. Producers as such 
have no problems we can’t cope with. We are continually exposed 
to suggestions that we have—by innuendo in newspaper quotes, and 
so forth, to the effect that we should have a Federal milk marketing 
order here. We don’t need it. We can handle our own affairs very 
effectively—if handlers could handle their own affairs as well, we 
would have no problems. And I do think that they need some 
legislation to protect themselves from those who are inclined to 
chisle. 

Mr. Roosevett. Now, as you probably know, in California, in my 
home State, we have a State legislation that goes a long way toward 
carrying out, I think, the basic idea of what you have suggested. 
You don’t have any such State legislation in Colorado? 

Mr. Cocuran. We don’t have, no. And the reason I don’t feel, 
Mr. Roosevelt, that State legislation would be the whole answer, is 
this. I noted about 6 months ago, in the.Senate, a proposal— 
I believe it was by Senator Long—on milk legislation, referring to 
military contracts, as I remember it, and suggesting that outside— 
or out-of-area producers not be permitted to bid on these military 
contracts. I think it would require Federal legislation to keep 
producers from hopping from Arizona into Colorado from Colorado 
into Kansas, and so forth, bidding on these various military installa- 

tions. 

I think if they are going to move in and bid on them that if there 
were some means of protecting local producers by protecting local 
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handlers in these bids, with a suggested minimum, it might be very 
helpful. 

‘hainstore business, I think, is pretty well possibly sewed up by 
certain interests, not only in our area, but in most areas. And I 
think possibly that other handlers would have a better opportunity 
to bid properly on these accounts if there were suggested minimums 
at which they could bid. And then let the individual seller establish 
his own maximum, based upon how good a salesman he is of the 
quality of his product. 

I think it could be done. 

And as long as the retail and/or wholesale level of milk is main- 
tained in the marketplace, I think the producer has no problem, 
because he can expect to get a reasonable share of it. 

Mr. Roosevett. Have you noticed any trend at all toward control 
of the producer or entrance into the producers end of the business by 
the chainstores themselves? 

Mr. Cocuran. None whatever in our area. In fact, if I might 
make this statement—our relationship as a cooperative with both 
handlers and with chainstore interests has been very, very good here. 

We have no complaints whatever. 

Mr. Rooseve tt. In general, may I say if you saw such a trend 
you would be opposed to it? 

Mr. Cocuran. Yes, I would think so, Mr. Roosevelt—although 
here, again, I wonder if it would be right for me to feel that way. 
Our country wasn’t built, first of all, by limiting the degree to which 
anyone could expand. And yet the thing that I am opposed to in it 
is this. If a person is permitted to expand to too large a degree at 
the expense of certain small individuals, I don’t think this is right, 
either. And if this thing happens, I would definitely be opposed to 
it, I would think; yes. 

Mr. Roosrvett. Well, you have some precedent—you have some- 
thing called the Stockyards Act of some 40-odd years ago, which 
found that there was a definite economic reason for not allowing cer- 
tain middlemen to get into the retail end. And they are now seeking 
exemption or modification of that act on the ground that they are 
kept out of the retail market, but the retail market is coming back into 
their end of the business—what is good for Peter ought to be good 
for Paul—if I may paraphrase the saying. And I think that there is 
a question, which, because it applies to other areas, we would be 
interested in your considered thought whether legislatively this should 
be prevented. I don’t want you to necessarily go into it now. I 
realize it is rather a difficult question. But if you care to give it some 
thought, and let me know at a future time, I would be pleased to 
hear from you. 

Mr. Cocuran. I certainly will. 

Mr. Roosgvett. Thank you, Mr. Chairman. I have a lot of ques- 
tions, but I will have to study this mass of material. 

Mr. Steep. At this time, I would also like to again present Mr. 
Derwinski, who recently joined our subcommittee, and who has been 
doing a very important job in helping us with this problem. And, at 
this time, Congressman, if you have any comment to make, or any 
questions to ask, we would be pleased to hear from you. 

Mr. Derwrnski. Mr. Chairman, I have a few dozen questions, 
But let me just limit myself to a few. 
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I would like to be sure, Mr. Cochran, that I have my facts correct 
as you presented them. 

First of all, this association of yours—what percentage of the Colo- 
rado milk producers do you represent? 

Mr. Cocuran. It would be a guess at best. I would say approxi- 
mately 80 to 85 percent of all producers in the State. 

Mr. Derwinskr. Now, when you referred to the Denver, Colo., 
area that you are serving, is that basically the areas shown on this 
map? 

Mr. Cocuran. The Denver, Colo., area would mean two things to 
us, Mr. Derwinski. First of all, from a production standpoint, it 
would mean the area from Castle Rock north to the Colorado line, 
and from the Rocky Mountains to the Colorado line, as far as produc- 
tion is concerned. This would be our Denver milkshed area. The 
Denver area we refer to generally would include Denver, Aurora, 
Englewood, Littleton, Lakewood, Arvada, Wheatridge, Golden, and 
Boulder, all these various close-in suburbs—Broomfield and so forth. 

Mr. Drerwinskr. Well, then, if you have had—you have this price 
war in Denver. Now, is there any reason why the same type of situa- 
tion hadn’t developed in, say, Greeley? 

Mr. Cocuran. Not to my knowledge, no. I am not familiar with 
whether or not they had an eruption there during the last one here. I 
do know that prices were depressed in the Colorado Springs-Pueblo 
area, for example, where we do sell a small amount of milk. However, 
I think the prices were depressed there possibly by local interests 
rather than by Denver area interests. I know of no reason why it 
would be that way. 

Mr. Derwinski. Now, from what I could gather, in going through 
your figures, the price war has resulted in a decrease of prices at the 
retail level of about 17 or 18 percent. That is, taking the prewar 
figure of 47 cents per gallon and the present figure of 39 cents per 
gallon. 

Mr. Cocuran. I would say that is approximately correct, yes, as 
far as I know. 

Mr. Derwinsk1. Now, using your figures, then, by the same token, 
in that same period, the price to the producer seems to have decreased 
approximately 5 percent. 

Mr. Cocuran. Yes. 

Mr. Derwinskti. And, therefore, there should be approximately 
12 percent price loss absorbed by the handler in some fashion. 

Mr. Cocuran. I would think that is correct, yes. 

Mr. Derwinsk1. Now, just to pick up one point that Congressman 
Roosevelt mentioned. If you were to think of a minimum price as 
being necessary. to protect you from operators who would endanger 
your basic long-range operations—by the same token, wouldn’t it 
follow that if you are willing to subject yourself to a minimum price, 
wouldn’t you think that equity w oul demand that you subject your- 
self to a maximum price? 

Mr. Cocnran. From a consumer’s standpoint, this is very definitely 
true; yes, we should. And from the standpoint of equity, I guess you 
are right, too, yes. 

Mr. Derwinsxr. Now, just one final question—back to your map 
again. Do I understand—you state here that 95 percent of the sales 
a Colorado are made by members of your cooperative, is that 
right? 
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Mr. Cocuran. No—over 95 percent of the sales of our milk are 
made within Colorado. A small portion, in other words, goes out- 
side. 


Mr. Derwinski. I see. Of that, again, 85 percent within the 
Denver metropolitan area? 

Mr. Cocuran. Approximately 85 percent, yes—which would prob- 
ably include everything within, let’s say, a 45 or 50 mile radius of 
city hall. This we would consider the metropolitan area. 

Mr. Derwinski. Thank you, Mr. Chairman. 

Mr. Streep. We also have with us today one of our very valuable 
and esteemed colleagues, who is not a member of the subcommittee 
but who has the good fortune to represent a number of the people 
who are affected by the problem we are investigating today. And on 
behalf of the committee, I want to thank him for the very fine and 
effective cooperation he has extended to us. 

Also, I would like to mention that Congressman Byron Rogers, 
who represents the city of Denver, has likewise been very helpful 
and cooperative with us. And he asked me to express his regret 
that some other urgent business in Congress prevented his being here 
today. 

At this time, I would like to call on Congressman Byron Johnson 
for any comment or questions he may see fit to ask. 

Mr. Jounson. I think I have one comment and one question. 

I, too, wish to commend Mr. Cochran for a very carefully prepared 
and thorough presentation. It is a fine marshaling of the facts 
and the arguments. 

[ think only one question in addition to those discussed hitherto 
has crossed my mind. I note in your statement, Mr. Cochran, that 
the number of dairy farmers has fallen off from a high of over 2,100 
to a little over 1,400, which is a drop of almost one-third—althovgh 
the total volume produced is going up. I heard nothing in your state- 
ment which specified how that had come about. Would you care to 
offer any further comments on that point? 

Mr. Cocuran. I think, Mr. Johnson, probably the major reason 
for it is that in our area we had a large number of producers who were 
engaged in several different sideline phases of agriculture in connec- 
tion with their dairy operation. Improved sanitation methods, a 
little more strict health regulations, which were, incidentally, essential, 
I think, to the production of a quality product—our producers have 
not buckled under because of the—but these improved regulations 
and so forth have tended to make the individual more inclined to be 
a producer of milk, rather than a large sale varied farm operator. 
And as in most all other phases of agriculture, there is a definite trend 
then to get larger in his chosen field. And when he does, he replaces 
a certain number of small or marginal operators who can’t quite pos- 
sibly handle it under current pricing. 

Mr. Jonnson. Thank you. 

Mr. Steep. One comment I would like to make in regard to the 
point you raised, regarding declaring milk a public utility. As we 
have gone throughout the country, making inquiry into these dis- 
turbed market conditions in this industry, we have learned that there 
has been what, to me personally, is an alarming trend for the congest- 
ing or contracting of this industry into the hands of a few vendors. 
If that trend continues, it could well be that the time would come when 
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some type of Federal regulation would be necessary in order to protect 
the consumer. The protection that has been enjoyed all these years 
because of the highly competitive nature of the industry might be 
eliminated. I don’t think any of us want to advocate Federal control. 

Mr. Cocuran. Definitely not. 

Mr. Sterep. But as we study these trends, it becomes obvious to 
us that the time could arrive, through this contracting of the industry 
into the hands of a few, where public interest regulation might be 
necessary. 

Now, at this time, I would like to call on our general counsel, Mr. 
MaclIntyre, for any questions he may want to ask. 

Mr. MacIntyre. Mr. Chairman, first I would like to suggest that 
there be offered by Mr. Cochran for inclusion in the record his prepared 
statement, and all exhibits except his exhibit D which, of course, will 


be studied by the committee members. So if he would pass to the 
reporter all exhibits, except exhibit D, for inclusion in the record 

Mr. Steep. Without objection, it is so ordered. 

(The statement and exhibits referred to are as follows:) 


STATEMENT oF Stuart G. Cocuran, DENVER MILK Propvucers, INc., Co- 
OPERATIVE, DENVER, COLo. 


Gentlemen, my name is Stuart G. Cochran and I am employed as general 
manager of Denver Milk Producers, Inc., a milk producer marketing and bargain- 
ing cooperative. Our association represents the interests of approximately 1,400 
grade A milk producers supplying in excess of 95 percent of all raw milk sold to 
handlers in the Denver milkshed. Our organization has successfully managed 
the affairs of dairy farmers in this area from January 16, 1943, to date. 

Our association has been a real factor in this area through the years because of 
concerted effort in the following directions: 

(1) A dedication to the principle that our producers must meet established health 
regulations and sanitary standards as prescribed by the existing health authority. 
We have worked very closely with State and local officials toward this goal, 
particularly with Harold Barnum, chief, milk inspection division, Denver Depart- 
ment of Heaith and Hospitals. This effort has resulted in the development of an 
adequate supply of top quality milk. 

(2) Because of sound quality and production programs, we have been able to 
seek and receive good prices from handlers for the majority of our milk produc- 
tion. An excellent example of sound production planning is our base and reserve 
program established January 1, 1954, which has enabled us to reduce our drop 
from peak spring production to low fall production, thereby eliminating the need 
of procuring expensive supplies of outside milk during the fall low. Prior to our 
base and reserve program, declines in production in excess of 30 percent were not 
uncommon. Our base and reserve program changed the decline to approximately 
12 percent in 1954, and the decline has averaged about 6 percent in the 5-year 
period that the program has been in effect. 

(3) We have directed an all-out producer advertising program since 1954, 
which costs approximately $120,000 annually, and is aimed at keeping the public 
continually informed as to the value of milk as a food and beverage. 

(4) We have financed in excess of $1 million worth of new equipment for our 
members in order to encourage better facilities and methods. 

On Tuesday, August 11, 1959, I was contacted by Mr. Everette MacIntyre, 
general counsel, for your committee, requesting certain market information, which 
request was reiterated in an August 12 letter from the Honorable Tom Steed, 
chairman of the special subcommittee. In order to comply with your request, 
may I respectfully submit the following exhibits: 

Exhibit A: Raw milk prices, January 16, 1943, through July 31, 1959. 

Exhibit B: Raw product costs to handlers per quart of 3.5 percent milk at 
various class I prices in effect since January 1943, including analysis of gross 
margins. 

Exhibit C: Raw product cost to handlers per one-half gallon at various test 
levels based upon June 1959 and July 1959 class I prices. 
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Exhibit D: Market growth analysis—comparing prices, sales, productien and 
Denver metropolitan area population trends for the year 1943 and the period 
from January 1, 1953, through June 30, 1959. 
Exhibit E: Map outlining approximate sales and production areas. 
Exhibit F: Summary outline on price wars in three parts. 
(1) Probable causes. 
(2) Possible effects. 
(3) Suggested cures. 
Exhibit G: Prepared statement on the current situation. 
If further information is desired by the committee, our association is prepared 
to comply, given time. 
In an analysis of gross margins above raw product costs it would be well to 
bear in mind the following: 
(a) The State minimum butterfat content is 3.2 percent; 
(b) The Denver minimum butterfat content is 3.25 percent; and 
(c) The average bottle of milk sold by cooperating handlers tests 3.35 percent. 
The cost of raw product per quart of milk priced at $1.62 per pound of butterfat 
at varying tests is shown in the following table: 


































Test Per 100 | Rawcost| Gross 
(percent) | (pounds) | per quart| margin 
i |. 
3.2 $5. 184 | $0.1114 | $0. 1386 | Based on $0.25 per quart, home delivery 
3. 25 5. 265 - 1132 . 1368 
3.3 5. 346 115 . 135 
UN nse <c5es. 3. 35 5. 427 . 1167 . 1333 
3.4 5. 508 . 1185 . 1315 
3.5 5. 67 . 1219 . 1281 
3.6 5. 83 . 1254 . 1246 
3.7 5. 994 . 1289 . 1211 
3.8 6. 156 . 1324 . 1176 
Premium breed 
milk at $0.26 quart__ 4.0 6. 48 . 1394 . 1206 
4.2 6. 804 . 1463 . 1137 
4.5 7.29 . 1568 - 1032 
Milk drinks.-.....-. 2.0 3. 24 . 0697 . 1503 | Based on estimated $0.22 quart. 
1.5 2. 43 . 0523 . 1677 Jo. 
10 0. 00 0 . 190 Based on estimated selling price $0.19 
quart. 


1 Skim. 


July 1959 producer base price is at its lowest point since June 1953; it is $0.05 
pound butterfat below July 1958, $0.09 pound butterfat below July 1957, $0.10 
pound butterfat below July 1956, $0.10 pound butterfat below July 1955, and 
$0.11 pound butterfat below July 1954. 

The class I price, or price handlers pay for raw milk for fluid usage started at 
a level of $0.836 pound butterfat in January 1943, reached a low of $0.8215 in 
April 1943 then increased to a brief high of $1.77 pounds butterfat in October 
1952, declined to $1.74 in November 1952, $1.71 in April 1953, $1.68 in January 
1954, $1.66 in July 1955, then increased to $1.70 pounds butterfat in May 1956. 
The price held at $1.70 pounds butterfat until February 1, 1959, when it de- 
clined to $1.66, then to $1.64 on May 1, 1959, and to its current level of $1.62 
pounds butterfat on July 1, 1959. The following chart shows the cost of raw 
product per quart of 3.5 milk to handlers at various price levels from 1943 to 
date, their quoted retail price per quart and margin above raw product cost. 











hi 
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Exuisit A 


Raw milk prices, Denver Milk Producers, Inc., January 1943 through July 31, 1959 


Month 


Retail milk per quart 


Pool 
class I 
price per 
pound of 
butter- 
fat (fluid 
milk) 


| 
Producer | Convert- 
blend ed to 
price per |hundred- 
pound of} weight, 
butter- at 3.5- 
fat percent 
test 


Convert-| Direct 
ed to ratio 
hundred-| differ- 
weight ential 
at 3.5- | per point 
percent in test 
test 


Direct 
ratio 
differ- 
ential 
per point 
in test 





1943 


January 


August 
September 
October 
November- - -- 
December-- 


1944 


September --_- 
October 
November 
December 


1945 


ae 
September 
October 
November. .--_- 
December 


1946 
January 
February - ----- 


September 
October 
Nov. 1 
December 


1947 
January 
February 


August_...._._- 


September 
Oct. 16 
November 





Including USDA sub- 
sidy of 244 cents per 
quart (1434 cents). 

1446 cents 





$0. 077 


.077 
.077 
.077 
. 078 
. 078 
-079 
-079 
. 081 
- 082 
. 082 
. 082 
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Exuisit A—Continued 


Raw milk prices, Denver Milk Producers, Inc., January 1948 through 
July 31, 1959—Continued 





Pool Convert-| Direct | Producer | Convert-| Direct 


class I ed to ratio blend ed to ratio 
price per |hundred-| differ- | price per |hundred-j| differ- 
Month Retail milk per quart | pound of| weight ential | pound of| weight, ential 
butter- at 3.5- | per point| butter- at 3.5- | per point 
fat (fluid | percent in test fat percent in test 
milk) test test 
1948 
January -.....-- 19 cents per qnart......- $1. 37 $4. 795 $0. 137 $1. 365 $4. 778 $0. 137 
a ee G6 stcccsnebeccesn 1. 37 4.795 . 137 1. 365 4.778 137 
I nis ceded madd Sr. cc nniilacsnsined 1. 37 4. 795 . 137 1. 355 4. 743 136 
De Rctnateneadsigtieden sae GO encnenstiiiedécan 1. 37 4. 795 . 137 1. 345 4. 708 135 
ee eit nap canes 1.37 4. 795 . 137 11.24 4. 34 -124 
June 21_........ 20 cents per quart_.....- 1.39 4. 865 . 137 11.26 4.41 . 126 
eS See WP ianccecchdiiecsins 1. 42 4.97 . 142 1.38 4.83 . 138 
NE. cchstlesscd en ae eens 1.41 4.935 -141 1.39 4. 865 . 139 
September- ---- OP dscnkenincncebibbenaaas 1.41 4. 935 .141 21. 535 5. 373 . 154 
October--.-.--- ptee in sned anaemia 1.41 4.935 . 141 21.52 5.32 . 152 
NE 20 Bo. ccanndnccdaechese ces ad 1.41 4. 935 . 141 1. 385 4. 848 . 139 
I kB cietninctincnddellibaeunee 1.41 4. 935 141 1.375 4. 813 138 
1949 
NO dt eee oes al 1.41 4.935 141 1. 345 4. 708 . 135 
"aes Saas eae 1.41 4.935 141 1.31 4. 585 . 131 
I snack Ee ae dade cmp cline 1.41 4. 935 141 1, 255 4. 393 . 126 
SS ee 1.41 4. 935 141 1, 22 4. 27 . 122 
BE cackecsnaee Set aside, at 10 cents per 1.41 4. 935 141 11,11 3. 885 lll 
pound of butterfat. 
RD catia SIR cea cant dale eaacees 1.41 4.935 141 11.08 3. 78 108 
RN ee WUE ee a nS Bea 1. 41 4. 935 141 1.18 4.13 118 
RIS ok eee co aa ee pe 1.41 4. 935 141 1. 245 4. 358 - 125 
INN, i205 AND tke eed 1.41 4. 935 141 31.425 4. 988 - 143 
ne ch i oo a 1.41 4. 935 141 31.44 5. 04 ~144 
DIIIN, Ster M ck ois sa gueidinesuc de 1. 41 4. 935 141 1.31 4. 585 - 131 
I Banc Secon invapaaads eae 1.41 4. 935 141 1.31 4. 585 -131 
1950 
a dl i ee ieee eds 1. 41 4. 935 .141 1.22 4.27 -122 
SG Et Ehocdcandpnnesesaibiccenss 1.41 4.935 -141 1.195 4. 183 - 120 
| eee ae eae 1.41 4. 935 - 141 1. 185 4.148 -119 
I ages Seis ie ects belle aiicoa 1.41 4. 935 .141 1.13 3. 955 - 113 
ay.........--| Set aside, at 10 cents per 1.41 4.935 -141 11.03 3. 605 - 103 
pound of butterfat. 
RE iicciccaSit dE ciadeatieiccclididsecctu 1.41 4. 935 - 141 11.04 3. 64 -104 
i a Ee 1. 41 4. 935 - 141 1.18 4.13 -118 
I acca I nan chbaasienpe Sabie cnasscind 1.41 4. 935 141 1. 22 4.27 . 122 
Septem ber- - --- OD iid nance ct ie gen 1.41 4. 935 141 41.37 4.795 . 137 
October !_..__._| 21 cents per quart.____.- 1.47 5.145 . 147 41.425 4. 988 - 143 
November. - _-- ea cibacipnnc die ido tiaua baie 1.47 5.145 . 147 1.30 4. 55 . 130 
Nah Dacca dus doneckie 1. 47 5.145 147 1.32 4. 62 - 132 
1951 
January !__..__- 22 cents per quart__.__.. 1. 54 5.39 . 154 1.37 4. 795 . 137 
February--..-- ee eee AM sinessiciaad 1. 54 5. 39 . 154 1.34 4. 69 . 134 
eee tse eee a eee 1. 54 5. 39 . 154 1. 325 4. 638 - 133 
I  cccatckioie a a eee 1. 54 5.39 . 154 1. 305 4. 568 131 
Ro eee ROS Se 2 ee 1. 54 5.39 154 $1.20 4.20 120 
Ns in rei ata tith adecncteosthencice 1. 54 5.39 . 154 51.20 4. 20 120 
re tee PS Seer 1. 54 5.39 . 154 1.30 4. 55 130 
Ampust......... ere aeaail lis bavoecaetia deca ies 1. 54 5.39 . 154 1.37 4.795 137 
September. ___- isdn Sti ong Meecig cess 1. 54 5.39 . 154 61. 54 5.39 154 
CE ek Oe ek Re 1. 64 5.74 . 164 61.54 5.39 154 
prepemioer*....f Ok 06 @6.. -~ cc cnccc encase 1. 64 5.74 . 164 1. 54 5.39 154 
UN si 1. 64 5.74 . 164 1. 54 5.39 154 
1952 
MN eee Bens tees och lobe nun 1. 64 5.7 . 164 1.49 5.215 149 
NOT i To 1. 64 5.74 . 164 1.48 5.18 148 
= OS Sd 6 ee 1. 64 5.74 . 164 1. 465 5. 128 147 
ie iii Ee aires de Wea kacneeennwesinn 1. 64 5.7 . 164 1. 425 4. 988 143 
PI is iintaatinss | ae nibacanacni 1. 64 5.74 . 164 $1.32 4. 62 132 
NN tsk ic de Re cs ih temmsieced 1. 64 5.39 . 164 $1.32 4. 62 132 
Meroe ae ta Reha nc kt aia ae! 1. 64 5. 39 . 164 1.42 4.97 - 142 
Rn ct ce ed 1. 64 5. 39 . 164 1. 475 5. 163 . 148 
September. ---- PP ce eabibndsbondwalbh naman 1. 64 5.74 . 164 71.58 5. 53 . 158 
October !_..._.-. 24 cents per quart ?__..-- 77 6. 195 . 178 71.66 5. 81 - 166 
November-..-- Rk ess cntaeeokindnioaaninets 1.74 6. 09 174 71.65 5. 775 - 165 
I hibit Ne ecact eb dtenck acuchensswss 1.74 6. 09 174 1. 56 5. 46 . 156 


See footnotes at end of table, p. 233. 
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Exuisit A—Continued 


Raw milk prices, Denver Milk Producers, Inc., January 1948 through 
July 31, 1959—Continued 


Pool Convert-| Direct | Producer | Convert-| Direct 
class I ed to ratio blend ed to ratio 
price per |hundred-| differ- | price per | hundred-| differ- 
Month Retail milk per quart | pound of} weight ential | pound of| weight, ential 
butter- at 3.5- | per point| butter- at 3.5- | per point 
fat -_ percent percent 
milk) 


1953 
January $0. 152 
February . 147 

.141 
. 135 
. 126 
- 125 


. 47 
.4l 
. 35 
. 25 
. 25 
35 

Bah bah 55<4< 90 ‘ 
September 18 . 148 
18 . 148 
' . 48 18 . 148 
.171 .40 90 - 140 
sccininnisiinlpbcili ieee tl ih desiadactcasing latch tet cieatn ticle iacailaliccesheraieatinmeinitiiinpiniieiahiniimaiieiimmae 

1 Began Louisville set-aside plan, at 10 cents per pound of butterfat. 

3 Pay back on Louisville plan, at 14 cents inclusive. 

3 Pay back on Louisville plan, at 13 cents. 

4 Pay back set aside. 

5 Set aside, at 10 cents per pound of butterfat. 

6 Pay back set aside, at 13 cents, inclusive. 

1 Set aside, paid back. 


- 48 


.48 
November 


December 


Pet tet tt pet pet bet pt et et et 
3 ~: 
Be OO Or ee ee ee OF Ot 
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Exuisir A—Continued 


Raw milk prices, Denver Milk Producers, Inc., January 1943 through 
July 31, 1959—Continued 


















































Per Hundred- 
hun- Blend weight, 3.5 Differential 
Retail I dred- | Differ- percent 
weight | ential ean 
j|percent Base | Reserve! Base | Reserve} Base | Reserve 
| — 
1954 Cents Cents | Cents 
January_...| Base and reserve pro- |$1.68 | $5.88 16.8 |$1.40 | $0.74 |$4.90 | $2.59 | 14.0 7.4 
gram effective Jan. 
1, 1954. 
eS Soe a: Pee ee 1.68 5. 88 16.8 | 1.44 .74 | 5.04 | 2.59 14.4 7.4 
M28 Goce oe eek ee | 1.68 5. 88 16.8 | 1.45 oe 5.075) 2.59 14.5 7.4 
rend teks iiaat cd ee ie aie, 1. 68 5. 88 16.8 | 1.45 . 67 | 5.075) 2.345 | 14.5 6.7 
May------ nas i ..| 1.68 5. 88 16.8 | 1.438 .65 | 5.005] 2.275 | 14.3 6.5 
eee ait 1. 68 5. 88 16.8 | 1.43 -65 | 5.005} 2.275 | 14.3 6.5 
July cs ecaate ber --| 1.65 5. 88 16.8 | 1.43 -65 | 5.005) 2.275 | 14.3 6.5 
ce We RT 1. 68 5, 88 16.8 | 1.46 -68 | 5.11 2. 38 14.6 6.8 
NI Sony 2 os ek Tae 1. 68 5. 88 16.8 | 1.46 .68 | 5.11 2. 38 14.6 6.8 
October elie sidivietestnn aly oes teascies 1. 68 5.88 16.8 | 1.46 72 | 6.11 2. 52 14.6 7.2 
ee 8s a ee % .| 1.68 5. 88 16.8 | 1.46 .73 | 6.11 2. 555 | 14.6 7.3 
as eee 1. 68 5. 88 16.8 | 1.44 -73 | 5.04 2.555 | 14.4 7.3 
1955 
January -- led eter ctl ee 1. 68 5. 88 16.8 | 1.40 73 | 4.90 | 2.555 | 14.0 7.3 
February 7 : 1. 68 5. 88 16.8 | 1.42 70 | 4.97 2. 45 14.2 7.0 
March... Sets so tiple thes Tales acsenine 1. 68 5. 88 16.8 | 1.44 -7C | 5.04 2. 45 14.4 7.0 
A... chctecansteataieradanth ieee 1. 68 5. 88 16.8 | 1.44 .70 | 5.04 2. 45 14.4 7.0 
May. . ‘ 1. 68 5. 88 16.8 | 1.44 “a 5. 04 2. 45 14.4 7.0 
June___ . ; 1.68 5. 88 16.8 | 1.42 .68 | 4.97 | 2.38 | 142 6.8 
July = Bi | 1.66 5. 81 16.6 | 1.42 68 | 4.97 2. 38 14.2 6.8 
_ “RES? Tae 1. 66 5.81 16.6 | 1.42 68 | 4.97 2. 38 14.2 6.8 
September _|___.._____- 1. 66 5.81 16.6 | 1.44 70 | 5.04 2. 45 14.4 7.0 
I eB a 1. 66 5. 81 16.6 | 1.46 72 | 5.11 2. 52 14.6 48 
November eee : a | 1.66 5. 81 16.6 | 1.46 73 | 5.11 2.555 | 14.6 7.3 
December __|__-_-- ss | 1.66 5. 81 16.6 | 1.46 74 | 5.11 2.59 | 14.6 7.4 
1956 | 
January -- | Se 1. 66 5. 81 16.6 | 1.41 | 75 | 4.935] 2.625 | 14.1 7.5 
PE oN cee nan aiidtiabdiecmb cai | 1.66 5. 81 16.6 | 1.43 74 | 5. 005} 2. 59 14.3 7.4 
March. _.--| sshislateamadl ae 5. 81 16.6 | 1.41 .74 | 4.935] 2.59 14.1 7.4 
April__--- (Labor strike Apr. 1- | 1.66 5. 81 16.6 | 1.36 .72 | 4.76 | 2.52 | 13.6 7.2 
3, 1956). 
May....-- May 1, 25 cents per | 1.70 5. 95 17.0 | 1.42 78 | 4.97 2. 73 14.2 7.8 
quart. 
Nene edb a hiaanoucnidnecacccecan 1.70 5.95 7.0 | 1.41 .77 | 4.935] 2.695 | 14.1 a2 
a a i | 1.70 5.95 17.0 | 1.42 .78 | 4.97 2. 73 14.2 7.8 
Nis lst ciecebaattecicn ee eh te ct 1.70 5.95 7.0 | 1.42 .78 | 4.97 2.73 14.2 7.8 
September - with te sal 1.70 5. 95 17.0 | 1.42 .78 | 4.97 2.73 14.2 7.8 
October _. Gases cases didi ecseanestineacetasen 1.70 5. 95 7.0 | 1.42 .78 | 4.97 2.73 12.2 7.8 
November adeiingnhatecant conan ae 5.95 17.0 | 1.42 .78 | 4.97 2. 7% 14.2 7.8 
RI a nen 1.70 5. 95 17.0 | 1.42 78 | 4.97 2.73 14,2 7.8 
1957 
January-_.__| 25 cents per quart_____ 1.7 5.95 7.0 | 1.45 .78 | 5.075) 2.73 | 14.5 7.8 
February -.|.-...- ie ae ET 1.70 5.95 17.0 | 1.46 78 | 5.11 2.73 14.6 7.8 
March. .._- i et a cal Ee el 1.70 5.95 17.0 | 1.47 78 | 5.145] 2.73 14.7 7.8 
a Sa heres aria aa sh tea atael ae 5. 95 17.0 | 1.45 .78 | 5.075) 2.73 14.5 7.8 
see Re og a 1.70 5.95 17.0 | 1.43 .78 | 5.005) 2.73 14.3 7.8 
a gt a 1.70 5.95 17.0 | 1.42 .78 | 4.97 2.73 14.2 7.8 
eR (eS aaa aa 1.70 5.95 17.0 | 1.41 .77 | 4.935) 2.695 | 14.1 7.7 
Mier ET 1.70 5. 95 17.0 | 1.46 -80 | 5.11 2. 80 14.6 8.0 
NN 1.70 5.95 17.0 | 1.47 78 | 5.145) 2.73 14.7 7.8 
ts ce 1.70 5.95 17.0 | 1.45 78 | 5.075} 2.7: 14.5 7.8 
November. | Bic kieeeeecae oye eae ae 5.95 17.0 | 1.44 78 | 5.04) 2.73 | 14.4 7.8 
ENON Foc ccw ems cimcdeaaes | 1.70 5. 95 17.0 | 1.43 78 | 5.005) 2.73 | 14.3 7.8 
1958 
NOT io osc anno econ 1.70 5.95 17.0 | 1.43 .78 | 5.005} 2.7 14.3 7.8 
EN on 1.70 5.95 17.0 | 1.41 .78 | 4.935) 2.73 | 14.1 7.8 
March. .__- bicdeskscdewacneaceck alee 5. 95 17.0 | 1.40 .78 | 4.90 | 2.73 | 14.0 7.8 
April Se a | 1.70 5. 95 17.0 | 1.38 .74 | 4.83 2. 59 13.8 7.4 
May...- | ane 1.70 5. 95 17.0 | 1.37 .74 | 4.795) 2.59 13.7 7.4 
June___-_- Sea 2 5. 95 17.0 | 1.37 .74 | 4.795) 2.59 13.7 7.4 
it eat Nien unc pues 1.70 5. 95 17.0 | 1.37 -74 | 4.795! 2.59 13.7 7.0 


































1959 
January 
February 


















Year 





















































1958-59_ - - 
re 
Wee nsaens 


















1 USDA wartime subsidy $0.0244 quart not included. 
3 Price war quoted prices per quart on home delivery. 
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Exuisir A—Continued 


Per 


hun- Blend weight, 3.5 
Retail I dred- | Differ- percent 
weight | ential a. s 
3.5 
percent Base | Reserve} Base | Reserve 


1958 Cents 
August__...| 25 cents per quart-_---- $1.7 $5. 95 7.0 |$1.38 
SN obi cna cnpnc sepa dehiies 1.7 5.95 7.0 | 1.40 
i PO ig eee ae 1.70 5.95 7.0 | 1.42 
NII Bd cond Mis ceciniaenesdde nena dae 1.70 5. 95 17.0 | 1.43 
II whi dnc taannccdeccnecedeen 1.70 5. 95 17.0 | 1.42 


Cidpdh deh cctatatiiaacseeas, 1.70 5.95 17.0 | 1.42 
RE ee yee eas ee 1. 66 5. 81 16.6 | 1.40 
anseieeea bo bietai igkepiaes eases aseeaias 1. 66 5.81 16.6 | 1.38 

incl cap asecleaitcsnailahdabareiianpin ichehcaaaaitaie 1. 66 5. 81 16.6 | 1.36 

er eee ee 1. 64 5.74 16.4 | 1.35 

.| June 25 to Aug. 1, 1959, | 1. 64 5.74 16.4 | 1.33 
price war; 39 cents. 

.-| 4% gallon, stores, 41 | 1.62 5. 67 16.2 | 1.32 


cents, retail; 21 cents 
per quart, retail. 





Exuisit B 


prices in effect since January 


Class I price per pound butterfat 


| $0.836 ($2,926 per 100 pounds or 46% quarts) 
$0.830 ($2.905 per 100 pounds or 4614 quarts) 
$0.8215 ($2.875 per 100 pounds or 461% quarts) 
$0.90 ($3.15 per 100 pounds or 46% quarts) --_.--...------ 
$0.98 ($3.43 per 100 pounds or 464 quarts) 
$1.16 ($4.06 per 100 pounds or 46% quarts) 
$1.215 ($4.253 per 100 pounds or 46% quarts) 
$1.32 ($4.62 per 100 pounds or 461% quarts) 
$1.345 ($4.708 per 100 pounds or 4614 quarts-_- 
$1.37 ($4.795 per 100 pounds or 4614 quarts) 
$1.39 ($4.865 per 100 pounds or 461% quarts) - - : 
$1.42 ($4.97 per 100 pounds or 461% quarts) ----.-.--- cee 
$1.41 ($4.935 per 100 pounds or 46!4 quarts) 
$1.47 ($5.145 per 100 pounds or 46!4 quarts) - ......----- a 
$1.54 ($5.39 per 100 pounds or 461% quarts) 
$1.64 ($5.74 per 100 pounds or 464¢ quarts) _._--...--_..-- 
$1.77 ($6.195 per 100 pounds or 4644 quarts) 
$1.74 ($6.09 per 100 pounds or 4642 quarts) __._-__- 
$1.71 ($5.985 per 100 pounds or 4644 quarts) -.---..---- 
$1.68 ($5.88 per 100 pounds or 4642 quarts) _ ..------ 
$1.66 ($5.81 per 100 pounds or 46% quarts) --.--- se 
$1.70 ($5.95 per 100 pounds or 4644 quarts) _-.------------ 
$1.66 ($5.81 per 100 pounds or 4644 quarts) _..-.--.------ 

$1.64 ($5.74 per 100 pounds or 4642 quarts) - -_- 





A iis akte ehh ck RA REIS 
$1.62 ($5.67 per 100 pounds or 46% quarts) - -. 
..do 








$0. 74 |$4. 83 
74 | 4.83 
74 | 4.97 
74 | 5.005 
74 | 4.97 





74 | 4.97 
74 | 4.90 
- 74 | 4.83 
74 | 4.76 
74 | 4.725 
74 | 4.655 
. 74 | 4.62 


Hundred- 


Raw milk prices, Denver Milk Producers, Inc., January 1943 through 
July 31, 1959—Continued 











1943 


Raw prod- 
uct cost 
per quart 
3.5 percent 
milk 


$0. 0629 
. 0625 
. 0618 
. 0677 
. 0738 
. 0873 
. 0915 
. 0994 
. 1012 
. 1031 
. 1046 
. 1069 
. 1061 
. 1106 
. 1159 
. 1234 
. 1332 
.131 
. 1287 
. 1265 
. 1249 
- 128 
. 1249 
. 1234 
. 1234 
- 1219 
- 1219 





Raw product cost per quart to handlers at 3.5 percent test based on various class I 





Quoted | 
retail price | 


| 


Pt et pet tet et et et 


GO “I ~J bo bo bo bo 





2. 59 14.2 7.4 
2. 59 14.0 7.4 
2. 59 13. 8 7.4 
2. 59 13. 6 7.4 
2. 59 13. 7.4 
2. 59 13.3 7.4 
2. 59 13. 2 7.4 







Differential 


| 
Base | Reserve 








Cents | Cents 
$2. 59 13.8 7.4 
2. 59 13.8 7.4 
2. 59 14.2 7.4 
2. 59 14.3 7.4 
2.59 | 142 7.4 












Gross mar- 
gin above 
raw cost 
per quart 
3.5 percent 
milk 


$0. 0571 
. 0575 
. 0582 
. 0523 
. 0462 
. 0827 
. 0785 
. 0806 
. 0888 
. 0869 
. 0954 
. 0931 
. 0939 
. 0994 
. 1041 
. 1066 
. 1068 
. 109 
-1113 
. 1135 
. 1151 
. 1220 
. 1251 
. 1266 
. 0866 
. 1281 
. 0881 
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Exuisit C 





Raw product cost 





Fluid weight 2-gal. 0.2 Percent test | Pounds total 
fat At $1.64 At $1.62 
pound butter | pound butter 
fat fat 


ee ee 





Cents Cents 
3. 25 0. 13975 22.9 22.6 
3.3 1419 23.3 23.0 
3. 35 - 14405 23. 6 23.3 
3.4 . 1462 24.0 23.7 
3.5 . 1505 24.7 24.4 
3.6 - 1548 25.4 25.1 
3.7 . 1591 26. 1 25.8 
3.8 . 1634 26.8 26. 5 
3.9 . 1677 27.5 27.2 
4.0 . 1720 28.2 27.9 
1.5 0645 10.6 10.4 
2.0 0860 14.1 13.9 
4.2 . 1806 29.6 29.3 
4.5 1935 31.7 31.3 
Gi Pass ek a i 
1 Skim. 
FIGuRE 1 


Table showing raw product costs to handlers on Denver, Colo., market per 
% gallon: 


June 1959 fat price_---_-- os pe eck ITD 3 ie circ gee eae areas $1. 64 
NE I I is i nnesk iets ie pp atin antag Mer elias yeaa linia iar aeniee 1. 62 


Notre.—These costs were arrived at by taking recognized standard weight of 
4.3 pounds times test to arrive at actual fat. They will vary slightly from costs 
arrived at by the commonly practiced method of calculating as follows: 


100 pounds 3.5 percent milk= 3.5 pounds butterfat 
xX 1. 64 


$5. 74 for 3.5 pounds 
100 pounds=23 approximate -gallon 
By division $5.74-23 = 24.9 cents per unit 


The difference is due to the fact that 23 %-gallons will weigh 98.9 pounds 
leaving 1.1 pounds milk per hundredweight not accounted for. On the basis of 
plant loss in processing, the latter method would be more reasonable to use in 
establishing the value of 100 pound raw. 
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Exursit F—MiLkK Prick War—DEnNvER, CoLo. 
A. PROBABLE CAUSES 


1. Expanding market, attractive to outside suppliers: 
(a) In order for outside suppliers to enter a market and develop volume 
they often elect to do so by the easy method of offering the product at re- 
duced prices. 
(b) At cut prices, a new supplier tends to develop a certain volume, which 
is not necessarily large, but tends to reduce the volume of existing producers 
and/or processors. 


2. Lack of salesmanship: 


(a) Established handlers find it easier, and possibly essential, to promote 
giveaways in order to hold volume or develop new volume in proportion to 
market growth, because, 

(b) any handler finds it easy to sell milk at a price lower than what is 
considered normal, possibly encourages sampling, thereby cheapening this 
fine product in the eyes of the consumer. 


3. Small single product handlers: 









(a) In order to develop a spot in the marketplace, a new handler may enter 
and begin the processing of only one item, for example the half gallon or 
gallon jug, on which, 

(b) he passes hack to the consumer the savings in processing and distribu- 
tion costs. If the handler is so inclined these savings can establish a single 
line price per unit which varies widely from the price required by a multiple 
line handler whose costs are much higher, particularly at the retail home 
delivery level where the ratio on stops per unit delivered is about 40 or 50 to 1. 
4, Butterfat pricing at the producer level: 

(a) Under our butterfat pricing method the skim portion is not separately 
priced, leaving a wide variety of products without an assigned cost value, 
including fluid skim milk, cottage cheese, and buttermilk, which contain 
trace fats or no fat at all. 

(b) Failure to assign a specific value to skim, has caused considerable 
‘Sockeying” on byproducts, which eventually is reflected in milk ‘‘flareups.”’ 

(c) Pricing of manufacturing bracket butterfat in our market at the pro- 
ducer level has been somewhat below national averages and has encouraged 
some jockeying on ice cream and other manufactured products containing 
butterfat. 

. Technological developments— Dairy industry: 

(a) Vastly improved cooling, handling and hauling procedures, have 
enabled producers in surplus production areas to reach out greater distances 
with volume production in an effort to attract better markets and prices 
for their product. 

. Tendency of the market to permit “the tail to wag the dog”’: 

(a) The portion of the market serviced by price-cut operators could reason- 
ably be estimated at not to exceed 5 percent of the total available market. 

(b) For some unusual reason, the dairy interests, as with any other com- 
modity, tend to seek the lowest quoted price, which makes it seem, at times, 
as though they would almost rather give the product away in preference to 
losing a customer. 

. Failure to develop new approaches in packing and distribution: 

(a) Instead of attempting better service and packaging, the industry 
tends to use outmoded methods which have proved disastrous in other areas, 
for example, 

(b) Multiple quart containers, having the function of permitting certain 
savings in the processing of milk, which are passed on to consumers at un- 

realistic rates, and, therefore are used generally as a “ripper”? to develop 
volume at prices out of proportion to actual savings effected. 


B POSSIBLE AFFECTS 


. Destruction of consumer relationships: 
(a) Consumers generally have realized that a half gallon of milk purchased 
at the market for 47 cents is an excellent food buy because— 

(1) it contains more bodybuilding value per pound than any other 
single product per pound at a lower cost. By comparison, 4 pounds of 
the average meat product will cost approximately $3.20 or almost seven 

times as much as the cost of 4.3 pounds of milk; 
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(2) concentrated fruit drinks are priced at about 12 cents higher than 
the proportional amount of milk; 

(3) six 12-ounce bottles of soft drink are priced approximately 48 
cents, if cooled, as milk is; and, . 

(4) eight 7-ounce cans of an alcoholic beverage cost over $1 for the 
56 ounces or over two times as much. 

(b) If the price is depressed for too long at the consumer level, as happens 
in a price eruption. the individual consumer tends to accept the lower price 
as being proper, therefore, 

(c) when a price war ends, as we are told all good things must, and the 
price returns to the prewar or higher level the consumer has the feeling that 
processors and producers as well are recipients of undue profits; 

(d) relationships destroyed in this manner are not easily rebuilt, and 
‘nature’s finest food” can find itself unduly maligned. 

2. Destruction of producer prices, depreciation of market, and erosion of 
quality: 

(a) The usual end of price wars generally is reflected in lower prices to 
producers, because— 

(1) certain handlers find themselves in the position of not meeting 
producer payrolls due to declining margins; 

(2) Producers not compensated would tend to seek other outlets for 
their raw product where payment could be expected, and would be 
willing to take less for their milk in return for the assurance of a market. 

(3) Handlers not meeting payrolls would be out of the processing of 
dairy products, decreasing the number of outlets available to the coopera- 
tive for sale of its product. 

(4) These factors would leave the producers, through their cooperative, 
in a state of panic, which would necessitate acceptance of lower raw 
product prices to assure outlets. 

(b) Producers receiving lower returns for their raw product, would be 
helpless witnesses to the depreciation of their market. 

(1) By accepting lower prices for their produce, dairy farmers would 
have less money to spend with small businessmen in their local com- 
munities. 

(2) Prices depressed by even 10 percent to producers would eliminate 
many marginal, small operators, and could in turn be expected to reduce 
in proportion the gross volume of business done by independent mer- 
chants in their home community: 

(3) An erosion of quality will result from lower compensation, since 
producers will see the elimination of any incentive to invest heavily in 
producing dairy animals and modern equipment, for we are advised by 
best available information that producers of milk on a national average 
already have an investment of $95 for every $5 invested at the processor 
level. In spite of this 19 to 1 investment ratio, the producer receives 
less than 50 cents of the consumer dairy product $1. 

(4) In the face of declining prices we can readily realize that the producer 
will not be encouraged to maintain the 19 to 1 investment ratio in return for 
a smaller share of the consumer food dollar; 

(5) Declines in quality of production can easily be followed by declines 
in quantity. Producers of milk in our market based on returns higher than 
the national average—ours is a good market—still receive less than 75 cents 
per hour return on their labor and investment. Please bear in mind, gentle- 
men, that this figure applies to a morning and night schedule 7 days weekly. 
By comparison, factory workers on a national average receive in excess of $2 
per hour for 40 hours, or 5 days weekly, overtime and other fringe benefits— 
and all this with little or no investment. Please understand that as producers 
of milk we have no quarrel with labor being properly compensated. In fact, 
it is essential to us that they be compensated in order to be able to purchase 
our produce in its refined state. However, it is equally essential that prices 
to producers be maintained, or even raised, not lowered, in order to encour- 
age the flow of milk needed to feed our constantly increasing population. 


C. SUGGESTED CURES 
. Denver, Colo., market: 
(a) The situation can be remedied to a degree in our local market by the 
adoption of the hundredweight rather than the butterfat methed of buying 
and selling milk. 
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(1) This system would assign specific values to both skim and butterfat 
contained in raw milk sold to handlers for processing. 

(2) Accurate cost-accounting procedures would then establish com- 
plete pricing of all finished dairy products and would tend to eliminate 
“jockeying’”’ on byproducts to a large degree. 

(3) The hundredweight method has been adopted by our member- 
ship, and tentative equalization pricing contracts have been prepared 
and accepted by our board of directors. These contracts will be effect- 
ive as rapidly as we are permitted to negotiate satisfactory pricing for 
our producers. Along this line it would be helpful to our producers, as 
well as to cooperatives nationally, to see the adoption of H.R. 7191, 
giving clear-cut legislative authority to cooperatives to bargain for sale 
of milk and milk products. 

2. Effective national cures, applying locally: 

(a) It might be well, in the interest of the public health and welfare aspects 
created by unusual pricing, to consider legislation making the dairy industry 
a public utility. 

(b) In this way, regional pricing boards might be established to determine 
minimum prices to be charged for various units of product sold, which would 
control price-cutting and giveaway practices. 

(c) Producers would be protected to the degree that peculiar consumer 
pricing practices resulting in price wars would stop, thereby eliminating this 
means of subverting a market for producers. 

(d) Consumers would be protected from the normal trend toward higher 
prices at the close of a price flareup. 

(e) Handlers, large or small, would tend to benefit by uniform market 
pricing, which would place all large volume accounts on an equal footing for 
bids. 

(f) The dairy industry generally would benefit by the renewal of emphasis 
on quality instead of price, and price wars would be virtually eliminated, 
which would get away from cheapening this valuable food in the public eye. 

. Other observations: 

(a) It might be well to consider underwriting legislation toward the de- 
velopment of a 5-day cow to conform to the 5-day plant week since we in the 
production end of the milk industry are continually perplexed by the prob- 
lem of having excessive milk 2 days weekly, shortages 1 or 2 days weekly, 
and an adequate supply the other 3 or 4 days weekly. Because of this con- 
dition we are ever faced with the prospect of having to produce a surplus 
2 days weekly in order to have the needed milk available the other 5 days. 
A producer of milk for a fluid market has a definite responsibility to the 

market to produce the product as it is needed, which can only cause excess 
production on a weekly, monthly, or annual basis. 


“+ 
w 


Exuisit G—CurRENT Situation SUMMARY 


Apparently, several factors led to the price break June 25, 1959. Most have 
probably been mentioned in the foregoing outline. It seems appropriate at this 
time to quote in part a 1913 statement by W. D. Hoard, republished in a recent 
issue of Heard’s Dairyman: 

“We are all groping our way to a hoped-for place where we shall know for 
certain what to do or what to say. But in the meantime let us be thankful for 
the help that comes our way.” And then further: “The problems of today are 
either new ones or new combinations of the old ones. We must ever expect to 
be confronted with problems. All we have a right to hope for is increased power 
to cope with them.”’ 

With this in mind, on behalf of our 1,400 producers permit me to say a very 
sincere ‘Thank you” for the help that may come our way. Please excuse me if 
I have shown a tendency to filibuster, but the problem has been perplexing and 
I have given considerable thought to it and to the preparation of the foregoing 
analysis. If I am able to answer any questions, now or later, I will certainly try. 
I have enjoyed being with you today, and pledge the assistance of our association 
and staff toward your conduct of hearings in our market. 


Mr. MacIntyre. Mr. Cochran, you discussed this so-called milk 
price war which commenced about June 25, 1959. And in that con- 
nection you stated that among the effects were probable erosion of 
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quality and adverse effects on prices received by producers. You 
recall that testimony? 

Mr. Cocuran. Yes; I do. 

Mr. MacIntyre. Now, I want to point to another statement in 
your prepared statement. It is to the effect that producers in July 
1959, who are members of your organization, were receiving the lowest 
prices they had received for milk since 1943. You recall that? 

Mr. Cocuran. No; I don’t remember having said that—since 1953, 
I think. 

Mr. MacIntyre. Since 1953. I stand corrected on that. But in 
1959, in July, your producers received the lowest prices for milk since 
1953? 

Mr. Cocuran. Correct. 

Mr. MacIntyre. Now, are you acquainted with the prices on the 
Chicago market for butter? 

Mr. Cocuran. Yes: I am. 

Mr. MacIntyre. Do you recall any price less than 56% cents per 
pound on 90 score butter since June 1, 1959? 

Mr. Cocuran. On 90 score? 

Mr. Macintyre. 90 score. 

Mr. Cocuran. No; I don’t. 

Mr. MacIntyre. In fact, about June 25 it was 56% cents, wasn’t it? 

Mr. CocHran. Approximate ly that; yes. 

Mr. Macinryre. And it is approximately 58 or 59 cents now, isn’t 
it? 

Mr. Cocuran. Very close to 58, I believe; yes. 

Mr. MacInryre. You have noted, as one experienced and informed 
in the market here in Denver, that retail prices out of supermarkets 
on butter have been 55 cents recently, have you not? 

Mr. Cocuran. I will have to confess ignorance here, Mr. MacIn- 
tyre. My wife does the marketing and I don’t pay any attention to 
the price on butter. 

Mr. MacIntyre. IJ happen to have noted a price in the Denver Post 
of July 25, 1959, of 55 cents a pound. 

Mr. Cocuran. I know there were some specials on butter. I can’t 
remember the exact prices. I am sure, though, that that is correct; 
yes. 

Mr. MacIntyre. For one seasoned with judgment in this market, 
you would not see how that could be, except at a sale below cost, 
would you, witb the price in Chicago being 57, 58 cents a pound? 

Mr. Cocuran. I think that is probably correct; yes. 

Mr. MacIntyre. That is, it would be below cost at 55 cents? 

Mr. Cocuran. This, of course, Mr. MacIntyre, would be con- 
tingent upon where the butter was purchased. Perhaps it may have 
been purchased from some other manufacturing area other than 
Chicago where they might possibly have purchased it somewhat 
cheaper. But by the time freight and all these other things are added 
on, 55 cents is a darned good price for a pound of butter. 

Mr. MacIntyre. It would still be a laid-down cost in Denver 
higher than the quoted price in Chicago, wouldn’t it? 

Mr. Cocuran. Very definitely; yes. 

Mr. MacIntyre. The freight rate is about a cent and a quarter 
from Nebraska points into Denver? 

Mr. Cocnran. Right. 


43632—59—pt. 3——3 
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Mr. MacInyrre. And you spoke during your statement about 
chainstore accounts having been served up by certain handlers in 
each of a number of markets. Do you mean by that that certain 
identified handlers have sort of an inside track in selling dairy products 
to large chainstore accounts? 

Mr. Cocuran. Apparently, yes. 

Mr. MacInytre. Do you have any information or comment 
to make about how that would be done—that is, it would be on a 
price basis, you think? 

Mr. Cocuran. I don’t profess to know, Mr. MacIntyre, too much 
about the internal workings of the retail or wholessle dairy plant. 
They might possibly have someone who is an excellent salesman of 
quality, and might possibly sell on that basis. I don’t know. There 
normally are two considerations with the purchase of dairy products 
currently, to my knowledge, and that is, first of all, quality, with the 
average housewife—but the major consideration seems to be price, 
for some reason or ancther, because I think that is the way they have 
been educated by the industry. 

Mr. MacInryre. Is the milk you sell to your various customers on 
behalf of your members of different quality depending upon customers 
who buy it? 

Mr. Cocuran. Very definitely not. The only variation in quality, 
Mr. MacIntyre, would be due to the variations in efficiency of the 
individual human being, and these are minor variations. 

Mr. MacInryre. But it doesn’t vary in quality? 

Mr. Cocuran. No, I wouldn’t think se. 

Mr. Roosevett. Mr. Chairman, if the counsel would yield to me 
for a moment—on exhibit D, Mr. Cochran, which is one which is 
not for publication, and I will try to word my question to conform 
to the agreement that we have, in the second column—the second 
section, about the distribution of wholesale volume, the firms listed 
at the top, would it be fair to say generally that they are national, 
nonlocally owned, operators? 

Mr. Cocuran. Yes; the first group of them. 

Mr. Roosrve.t. Now, then, would you drop your eye down about 
two-thirds of the way, when we get into the group would you say that 
were largely the loc ally owned operators? 

Mr. Cocuran. The latter six, with the exception of one, would be 
locally owned; yes. 

Mr. Roosrve.t. Then may I call your attention to the fact that 
a certain one down the list in the first column, in June of 1957, had a 
volume of 5.20 percent, and by June of 1959 had dropped down to 
4.77 percent, and then the next figures would be 4.83 percent in June 
of 1957, and down to 3.61 percent as of June of this year. Then the 
next one is an even further drop, 4.25 percent of the volume in June 
of 1957, down to 2.42 percent. The next one—is the next one the 
exception or not? That is still locally owned? 

Mr. Cocuran. No, the one up about three places is the exception, 
where the bracket is, Mr. Roosevelt. 

Mr. Roosrvett. All right. The next one, then, I am calling your 
attention to is 2.47 percent, June of 1957, down to 1.96 percent. 

Mr. Cocurane. Yes. 

Mr. Roosrvett. By and large, then, the locally owned operator, 
the nonnationally controlled, is losing volume and ‘obviously he must 
be losing it to the nationally controlled operators. 








SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 243 


Now, in line with Mr. MacIntyre’s question, has this anything to 
do with the fact that the market becomes controlled through the retail 
outlets that these national concerns in“ turn are doing business with, 
in your opinion, whatever the ways and means in which they are able 
to get the business—the fact remains they are getting the business at 
the expense of the local operator—and little by little it is drifting into 
the hands of the national operator? Is that not true? 

Mr. Cocuran. To a degree, I think this is probably true; yes, Mr. 
Roosevelt. However, if vou will notice the last entry in that schedule, 
you will find a handler there who has grown rather remarkably in a 
2-year period. I think probably this is one of the major bugs in the 
market—one of the things probably that tend to kick off a rrice 
war—by virtue of the fact that this man processes one product and 
one product only, he passes along savings that may or may not be 
realistic. And because of this, he is selling at a greatly reduced price, 
and has tended to pick up a rather remarkable share of the volume. 
I was astonished to find this myself. 

Mr. Roostveut. The only way he can survive is that you may call 
his operation a one-shot operation? 

Mr. Cocuran. Yes. That is the one out, as I see it, for the small 
handler. Of course, | am no expert on plants. But as I see it the 
one outlet they have is to go into the processing of only milk, perhaps, 
and buy all their byproducts from these large plants geared to manu- 
facture. 

Mr. Rooseve tt. I would hate to be a prognosticator, but I would 
like to make the suggestion that you watch and see how long it takes 
before they get to him, too. 

Mr. MacIntyre. Mr. Cochran, I am referring now to your exhibit 
C. There you have supplied us with information about prices at 
which you have been selling milk on behalf of your members to the 
handlers in the Denver area, and specially during June and July of 
this vear. 

Mr. Cocuran. Yes. 

Mr. MacIntyre. We are correct in our understanding that one-half 
gallon of milk of a 3.5 butterfat was 24.4 cents? 

Mr. Cocnran. In July; that is correct. 

Mr. MacIntyre. That is the raw product, unprocessed? 

Mr. Cocuran. Right. 

Mr. MacIntyre. And on a 3.8 butterfat, it was 26% cents? 

Mr. Cocuran. That is correct. 

Mr. MacIntyre. In the raw product as you sold it in bulk to the 
handler? 

Mr. Cocuran. Right. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Sreep. Mr. Cochran, could you give us the figures on the 
number of handlers of milk in the Denver area, say, in 1943, 1953, 
and today? 

Mr. Cocuran. I could give those to you, yes, sir. I don’t have 
them handy right now. We have approximately 40 handlers cooperat- 
ing with us at the current time. 

Mr. Streep. We would like to have that information—if you could 
get it without too much trouble. But has that been a rather steady 
figure? 

Mr. Cocuran. Yes, it has, frankly. 
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Mr. Streep. Have any firms gone out of business this year, to your 
knowledge? 

Mr. Cocuran. None, no—only through sale to another organiza- 
tion, or something of that sort. 

Mr. Srrep. There have been some mergers, then? 

Mr. Cocuran. Yes. 

Mr. Srerp. Well, sir, on behalf of the committee, I want to again ex- 
press our appreciation for your coming here today, and for your cooper- 
ating with us, and to tell you that we are aware of the fact that we have 
burdened you considerably in helping us get this information. And 
we do appreciate it very much. 

Mr. Cocuran. Thank you very much. 

Mr. Srsep. Our next witness will be Mr. Harold J. Barnum—if you 
will come forward, please, sir. 

Mr. Barnum, will you please identify yourself for the record? 

Mr. Barnum. My name is Harold J. Barnum. I am chief of the 
milk sanitation services of the Denver Department of Health and 
Hospitals. 

Mr. Steep. Will you raise your right hand? 

Do you swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Barnum. I do. 


TESTIMONY OF HAROLD J. BARNUM, CHIEF, MILK SANITATION 
SERVICES, DENVER DEPARTMENT OF HEALTH AND HOSPITALS 


Mr. Streep. Mr. Barnum, if you would like to be seated there. Do 
I understand you have a prepared statement, or would you just like to 
proceed in your own way? 

Mr. Barnum. I would prefer to read from my prepared statement. 
I have only three other copies. I wasn’t asked to make copies for each 
member of the committee. 

Mr. Sterep. Well, that is perfectly all right. You may proceed in 
your own way. 

Mr. Barnum. Mr. MacIntyre asked me to prepare certain informa- 
tion on the basis of the number of milk plants under our supervision, 
where the milk originates from, our legal status, our industry participa- 
tion program, how we handle milk outside of our jurisdiction, and the 
possible effect of a long war on the operation of this department. 

I should like first to give you some statistical information. 

There are 30 licensed milk plants under the supervision of the 
Denver Department of Health and Hospitals. There are three 
licensed milk plants selling milk in the city of Denver proper from 
areas outside of our jurisdiction. These plants are located in Boulder, 
Colorado Springs, and Smithfield, Uteh. 

There are three receiving stations under the supervision of this 
department. Milk is received from three receiving stations in other 
areas on a reciprocal basis with other health departments, that is, 
raw milk, not the finished product. 

As of this date, all the milk being distributed in the city of Denver 
comes from dairy farms located in Colorado, with the exception of 
about a thousand gallons a day which comes from Smithfield, Utah. 
I would like to make a slight correction on this statement. I had 
overlooked the fact that the Carnation plant in Colorado Springs does 
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receive some milk from Kensas, ind a small amount of that, of which 
we have no record, would come into our market. 

All of the milk distributed in the city-of Denver, and by the plants 
under our supervision, comes through the Denver milk producers 
pool, with the exception of approximately 5,000 gallons daily. The 
total volume handled as fluid milk—this is fluid ‘milk, not the total 
milk received, but sold as fluid milk—for all dairies under our super- 
vision is approximately 123,000 gallons a day. 


THE MILK ORDINANCE 


The milk ordinance was adopted in 1952. It is based on the 1953 
J.S. Public Health Service Milk Ordinance and Code and rules and 
regulations of the Colorado State Department of Public Health. It 
is practically the same as the 1953 Public Health Service Milk Ordi- 
nance and Code. The only variation is the exclusion policy in lieu 
of degrading milk products. 

I have attached to this our general policy or our initial policy 
which explains this in more detail, i in case you are interested. 


INDUSTRY-PARTICIPATION PROGRAM 


This department operates on what is known as the dairy industry 
health department quality control participation program. This pro- 
gram is outlined briefly in this initial policy. 

This policy is dated May 1, 1957, and the only additions to the 
policy since that time is the extension of the bulk tank sample collect- 


ing program. At the present time, all samples are collected by trans- 
port tank drivers who have successfully passed an examination 
presented by the department. 


MILK SUPPLY OUTSIDE OF OUR JURISDICTION 


Milk supplies outside of the jurisdiction of this department come 
under two classifications. The first is raw milk for pasteurization. 
Supplies of this kind are accepted when they comply with the agree- 
ments of the National Conference on Interstate Milk Shipments. 
The policy in regard to interstate shipment is attached. When the 
milk originates within the State of Colorado, acceptance is made on 
the basis of the milk sanitation survey by the State department of 
public health. Responsibility for the quality of milk is assumed by 
the control agency in the area in which the milk is produced. At the 
present time, we are receiving approximately 10,000 gallons per day 
in this manner. No raw milk is being received from out of the State. 
Pasteurized milk and milk products are accepted on a reciprocal basis 
if the source is equivalent to the rating of this department as deter- 
mined ky the State of Colorado Health Department and the health 
department in which it originates. 

Effect of a long war on the operations of this Department: It is our 
feeling that a stable market is necessary if the public is to be insured 
of adequate high quality product. It has taken several years of con- 
centrated effort and cooperation from the dairy industry to bring the 
Denver milk market into its present high standard. A prolonged war 
or destructive price situation would cause this coordinated program to 
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fall apart since it is only natural that operators would have to cut 
corners, and it is the history of such events that quality control would 
suffer first. Further, if these milk producers and operators were 
forced to produce and distribute their milk at a .oss, very quickly they 
would lose interest and naturally do a poor job. Supervision would 
naturally become more difficult. Corners would be cut and, in gen- 
eral, quality of products would deteriorate. In addition, many pro- 
ducers and distributors would be forced out of business. If we operate 
in the manner expected of us, the disinterested operator would be 
excluded from the market. If we are to carry out our responsibilities 
as required, the cost of supervision would increase, since it will take 
more inspections and conditions under which we will work will be 
more difficult. 

That is the end of my statement. 

Mr. Steep. And would you also say that if these difficulties you 
mention became more and more aggravated, as the price war con- 
tinued, that it would pose a definite threat to the public interest? 

Mr. Barnum. Yes, sir. 

Mr. Streep. Mr. Roosevelt? 

Mr. Roosevetr. Mr. Barnum, your statement on page 3, regarding 
the effect of the long price war, of course, assumes that prices which 
have been in effect during the price war actually have resulted in 
operating at below cost. Does your department have or have you 
available any figures which would tend to show that that is so? 

Mr. Barnum. Congressman Roosevelt, we have no figures. It is 
our observation that it has not lasted long enough to have any effect. 
To date, it has had no effect on the quality of the product principally 
because it has not reached the producer level. Had it reached the 
producer level, it probably would have been a different story. 

Mr. Roosevett. But your feeling is that if it continued over a 
period of time, that at the prices which have been in effect it would be 
getting close to the point where the operations would be conducted 
at a loss? 

Mr. Barnum. That is our opinion; yes, sir. 

Mr. Roosevett. Thank you. 

Thank you, Mr. Chairman. 

Mr. Steep. Mr. Derwinski? 

Mr. Derwinski. Mr. Barnum, the figures we discussed with Mr. 
Cochran indicated that the bulk of the pressure on decreasing prices 
seems to be borne by the handler, rather than the producer, At least 
that is true according to the figures we have at our disposal here. A 
minor decrease in, say, the margin of profit to a producer would, in 
your opinion, lead to a decrease in the quality of his product? Is 
that the point you are trying to make with us? 

Mr. Barnum. I am not sure that I understand what you mean by 
aminor. That is rather difficult 

Mr. Derwinsk1. Well, we noticed in Mr. Cochran’s figures that 
there has been a 5 percent decrease in the price paid to a producer 
in the present price structure here. 

Mr. Barnum. Well, your question is rather difficult to answer. 
We try to keep away from price structures as much as we possibly 
can. That is not our function. We feel, however, that any material 
decrease in the price to the producer would have a very definite effect 
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upon our operation, and on the quality of the milk that he produces. 
Now what that figure is, ] am not prepared to say. 

Mr. Derwinski. Now you are concerned entirely with the quality 
of the milk as produced? 

Mr. Barnum. That is correct. 

Mr. Drerwinsk1. I see. Now if—theoretically, at least, though, if 
the pressure of a price war falls upon the handler or the retailer rather 
than the producer, the problem of quality depreciation might not 
materialize, is that correct? 

Mr. Barnum. It would affect the handler, or his ability to do a 
proper job. If he needed to add additional new equipment, for 
instance, or he needed to remodel his plant, if he were operating at a 
loss or was unable to make any profit, it would be very difficult for 
us to get him to comply with the reasonable requirements or replace- 
ment items that come up continuously. So it would affect even the 
handler—if I understand you—were the price to continue on the 
handler basis, would it affect the quality of the product? 

Mr. Derwinskt. Yes. 

Mr. Barnum. And I am sure over a period of time it would, very 
definitely. 

Mr. Drerwinskr. Thank you, Mr. Chairman. 

Mr. Streep. Mr. Johnson? 

Mr. Jounson. I have no questions. 

Mr. Sreep. Mr. MacIntyre? 

Mr. MacInryre. I have one or two questions, Mr. Chairman. 

You have spoken, Mr. Barnum, about the supply of milk being 
largely from farms in Colorado. You have had shipments of milk 
into Denver from without the State fairly recently, have you not? 

Mr. Barnum. Yes, we had two shipments in the month of June. 

Mr. MacIntyre. Didn’t they come in—or weren’t you notified 
they were coming in just the day this price war was announced, 
namely, June 25? 

Mr. Barnum. That is correct. 

Mr. MacInryre. And where did they come from? 

Mr. Barnum. One came from Ogden, Utah, and anotber came from 
Monroe, Wis. 

Mr. MacInryre. It was somewhat in anticipation of the filling of 
the supply during the price war then, wasn’t it? 

Mr. Barnum. I have no knowledge of that, except—we have no 
responsibility to determine whether it is needed or not. We have to 
take the word of the handler who requests that the milk be brought 
in from outside of our jurisdiction. 

Mr. MacIntyre. Well, isn’t it a fact that you discovered, after 
that milk was received here, though, that additional locally produced 
milk went into a manufacturing plant at Greeley—I mean Fort Col- 
lins? 

Mr. Barnum. I am not sure where it went. I have no record of 
where it went. I was simply told that there was some surplus milk 
at that time which went into manufacturing sources. 

Mr. MacIntyre. Out of the Denver market? 

Mr. Barnum. Yes. 

Mr. MacIntyre. And isn’t it a fact that quite regularly, some of the 
Denver handlers, the large Denver handlers, are shipping milk out 

of Colorado into surrounding States? 
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Mr. Barnum. That is correct—in bottled form. 

Mr. MacIntyre. That is, they process it and bottle it under your 
supervision, that is the health supervision, and ship it out of Colorado 
into markets in adjacent States? 

Mr. Barnum. Yes. We have five States in which milk is sent from 
Denver in the finished form or bottled form. They are Wyoming, 
South Dakota, Nebraska, Kansas, and New Mexico. 

Mr. MacIntyre. And would one of those firms be the Carlson- 
Frink firm, which now is operated by the Borden Co.? 

Mr. Barnum. I believe a small amount does go into Nebraska from 
this area. 

Mr. MacIntyre. And would you name others who are shipping out 
of Colorado into adjacent States under your supervision? 

Mr. Barnum. The Safeway Co., milk division, sends into Wyoming, 
New Mexico, Kansas, Nebraska, and South Dakota. 

Mr. MacIntyre. Would you name any others who are doing 
likewise? 

Mr. Barnum. I do not believe there are any others from the Denver 
area. 

Mr. MacIntyre. Earlier, there was testimony that Carnation is 
shipping milk fairly regularly, into Colorado Springs, and some of 
that milk is coming into the Denver market. Are you aware of that? 

Mr. Barnum. Yes, sir. I might qualify that. That is under the 
supervision of the Colorado Springs Health Department, with whom 
we have a reciprocal agreement, and it is perfectly legal. 

Mr. MacIntyre. Would you be willing to name this handler for 
whom you inspected this milk immediately following the announce- 
ment of the opening of the price war here on June 25? 

Mr. Barnum. Yes. It was the Beatrice Foods Co. 

Mr. Streep. On behalf of the committee I want to express our ap- 
preciation to you, sir, for your cooperation and help, in taking the 
time to appear before our committee today. We appreciate it very 
much. 

At this time, the committee would like to call Mr. Harold Smethills 
to the stand, if he is present. 

Mr. Smethills, will you please identify yourself for the record? 

Mr. SmetruHitis. My name is Harold Smethills. I am the regional 
director of the Small Business Administration here. 

Mr. Srzep. | apologize to you, sir, for asking you to take the oath, 
but in the interests of treating all alike, I am sure you won’t object. 

Mr. Smeruiuus. I would be very happy to. 

Mr. Steep. Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Smerutius. I do. 


TESTIMONY OF HAROLD SMETHILLS, REGIONAL DIRECTOR, 
SMALL BUSINESS ADMINISTRATION 


Mr. Smeturuis. Mr. Chairman, one of the functions assigned to our 
agency is known as procurement. And in this function we have a 
procurement specialist in each one of the major buying centers of the 
Government across the Nation. Before the bids come out, these 
specialists screen these bids, and any bid that they think that a small 
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business firm, or a number of small business firms, rather, can supply, 
they set it aside so that only those small business firms ean bid on it. 

I should correct that, sir—only small business firms, and we cate- 
gorize small business as any firm with less than 500 employ ees. 

Mr. Streep. I was going to say that that definition is made under 
legislative power that the Small Business Administration has. 

Mr. Smeruitis. That is correct, sir, in the case of procurement. 

Beyond that, whan they are not major procuring centers, such as 
local military bases, General Services Administration, Reclamation, 
and so forth, we have a specialist call on them weekly, and again screen 
the bids to see if small business can supply it. 

Now in this area, recently, we had a delegation from Cheyenne, 
Wyo., come to our office, stating that if we could have equipment and 
supplies and so forth set aside, why could we not have milk set t aside 
in their area—that they had adequately supplied the military bases 
for some period of time in that area, and now they were getting 
outside competition from large or big business that they were ‘fearful 
would ruin their own business. 

Our procurement specialist met with the specialist at the military 
bases in Cheyenne, and were successful in having these bids set aside 
for small business in that area. 

Mr. MacIntyre. And was the milk which was being supplied by 
these large distributors being shipped from Colorado into Cheyenne 
at that time? 

Mr. Smerumts. No. The bases had been supplied from the local 
small business people in the area. And they had adequacy of supply. 
But they, for the first time, were being faced with bids from national 
large concerns that would bring i in milk from the outside. 

Mr. Maclnryre. My que stion went to the national and large 
concerns. Were they importing milk from Colorado into C heyenne? 

Mr. Smeruits. Not at that time. But it was contemplated they 
would do so. 

Mr. MacIntyre. They were bidding to do so? 

Mr. SMETHILLS. Yes, sir. 

Mr. Derwinsk1. I have one question, Mr. Chairman. 

Do I understand correctiy, then, that prior to this bid that was 
called to your attention by a national firm, that the Cheyenne area 
had been basically served by local producers? 

Mr. Smeraruis. That is correct; yes, sir. 

Mr. Derwinskt. In contrast to the Denver area, which has a 
rather wide representation of national producers? 

Mr. Smeruiuus. That is correct. 

Mr. Derwinsk1. Or that is national handlers. 

Mr. SMETHILLs. Yes, sir. 

Mr. Roosrvett. Mr. Chairman, may I ask one question? 

Do you have small business setasides in Colorado? 

Mr. SMETHILLs. Yes, sir. 

Mr. RoosEvett. You do? 

Mr. Smeruitys. Pardon me, sir; not in the dairy industry. We 
have not had the request, and we have not made setasides in the 
dairy field in Colorado. 

RoosEveE.t. If the request comes from small business here, 
is dies any reason it should not be looked upon as favorably in 
Colorado as it was in Wyoming? 
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Mr. Smerutitis. No, sir; and we would make every effort to see 
that it was done. 

Mr. JonHnson. Just one technical question. I am not sure that 
you have indicated that your procurement function has to do with 
procurement by the U.S. Government. That is what you referred to? 

Mr. Smeruitis. That is correct—only as the U.S. Government, 
military and otherwise. 

Mr. Sreep. Sir, on behalf of the committee, I want to express our 
appreciation to you for coming here, and to tell you that your organ- 
ization, of course, is one in which our whole committee, of course, is 
very much interested, and with which we have many other types of 
subcommittee contacts. And we do appreciate the job you are doing. 
We are quite happy you could help us here today in making this 
particular record. 

Mr. Smeruitus. Thank you, sir. 

Mr. Jounson. Mr. Chairman, before the gentleman leaves, I simply 
want to say publicly that Subcommittee No. 3 of the House Banking 
and Currency Committee, on which I sit, met Friday morning to 
increase by $200 million the authority of his agency. So I think we 
will shortly give him more work to do, and we trust he will use it to 
good advantage. 

Mr. Smertuitts. Thank you, sir. 

(Subsequent to his testimony Mr. Smethills wrote the committee 
regarding his testimony and inferences contained in it. His letter is 
as follows:) 

SMALL Business ADMINISTRATION, 
Denver, Colo., August 26, 1959. 
Mr. B. H. JAcQuEs, 
Staff Director, Select Committee on Small Business of the House of Representatives 
of the United States, Washington, D.C. 

Dear Mr. Jacques: At the time of the recent hearings held by the special 
subcommittee in Denver on August 17, 1959, concerning small business problems 
in the dairy industry, I attended the meeting for the specific purpose of offering 
to this congressional group the facilities of our office here, stenographic services, 
etc. It was only at the time I appeared at the hearings that it was suggested 
I testify relative to these setasides and I, therefore, did not have at my disposal 
any reference material, inasmuch as this was done, as stated, on the spur of the 
moment. The copy of the transcript of my testimony accurately reflects the 


testimony given. A review of it, however, indicates a need for clarification or 
additional information in two respects. 

It can be inferred from the testimony that setasides for dairy products are 
considered by SBA only when small business firms request such action. This, 
of course, is not a true picture. We do recognize, of course, any such requests. 
For the most part, we initiate setaside action on Government procurements as 
we screen and review the requisitions at the respective installations. 

The testimony infers that if we received requests from small business firms in 
Colorado that we would consider making dairy set-asides in Colorado similar to 
those we are now making in Wyoming. I was not aware of an action currently 
taking place in our office, having just returned from a field trip. I find, however, 
that we are now negotiating, and were at the time of the hearings, with con- 
tracting officials at Lowry Air Force Base in an effort to have the major portion 
of their next dairy requirements set aside for small business. If we are successful 
in these negotiations, and we have every reason to believe that we will be, we then 
contemplate that we would negotiate with other military installations in Colorado 
to have their dairy requirements set aside for small business if there are enough 
qualified small business firms in their respective areas to meet the procurement 
requirements. 

Sincerely yours, 
Harowtp R. SMeruitys, Regional Director. 
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Mr. Streep. Is Mr. Paul R. Miller present? 

Mr. Miller, will you please identify yourself for the record? 

Mr. Mitter. Yes, sir. My name is*Paul R. Miller, I am the Secre- 
tary-treasurer of the Owens Dairy, Inc., of Englewood, Colo. 

Mr. Sreep. Will you raise your right hand? 

Do you swear that the testimony you are about to give will be the 


truth, the whole truth, and nothing but the truth, so “help you God? 
Mr. Miter. I do. 


TESTIMONY OF PAUL R. MILLER, SECRETARY-TREASURER, 
OWENS DAIRY, INC., ENGLEWOOD, COLO. 


Mr. Sreep. Mr. Miller, do you have a prepared statement that you 
would like to present to the committee? 

Mr. Mittuer. Yes, sir; if I might. 

Mr. Sreep. You just proceed in your own way, and then we may 
have some questions. 

Mr. Miter. On the 3d day of July of this year, we submitted an 
affidavit to the subcommittee, and if I might, I would like to read that, 
and then when [I finish with that I would like to give just a few 
statements. 

Mr. Streep. You may do so. 

Mr. Miter. All right, sir. 

Paul R. Miller, of lawful age, being first duly sworn upon oath, 
deposes and says: 

That he is secretary-treasurer of Owen’s Dairy, Inc., a Colorado 
corporation, doing business at 890 East Hampden Avenue, Engle- 
wood, Colo.; that the nature of the business conducted by said 
Owen’s Dairy, Inc., is that of retail home delivery of milk and dairy 
products. 

That affiant has been connected with the business of retail 
home delivery of milk and dairy products in the Denver metropolitan 
area continuously since 1948, and associated with Owen’s Dairy all 
——a that time. 

That he has personal knowledge of the fact that price cutting 
of “nilk and related products has been continuously carried on during 
the past 2% years in the Denver metropolitan area by the following- 
named distributors, among others: 

Meadow Gold Dairy Products Co. 

City Park-Brookridge, a subsidiary of Beatrice Foods Co 

Sealtest, division of National Dairy Products Corp. 

Car lson-Frink Co., of Denver, Colo. 

4. That the price cutting by the above-named companies created a 
situation wherein it became increasingly difficult for the Owen’s 
Dairy to acquire new customers as well as to retain their existing 
customers. 

That during the past 21 years the home delivered price has been 
stabilized at about 49 cents per one-half gallon and 25 cents per quart 
by all distributors in the Denver metropolitan area with the excep- 
tion of special prices and discounts given by the above-named com- 
panies to individual consumers. The aforementioned prices are 1 
cent per quart higher than the cash and carry prices of the super- 
markets located in the area. 
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6. That the customers of Owen’s Dairy have been, in some instances, 
persuaded to terminate deliveries by Owen’s Dairy and enter into an 
arrangement for delivery of milk and related products by some of the 
above-named companies by one or more of the following inducements: 

(a) Sizeable discounts in the delivered prices. 

(b) Deliveries of milk and related products without charge. 

(c) Offers to meet commissary prices for military personnel and 
retired military personnel. 

(d) Gifts of merchandise such as steak knives, et cetera. 

(e) Statements have been made to Owen’s Dairy customers that 
they might as well change to the services offered by the competitor 
“because Owen’s Dairy was going to be put out of business anyway.” 

7. Movement of families into housing projects has provided the 
above-named companies with an opportunity to obtain new customers 
in the following fashion: The promoters and salesmen employed by 
the subdivider have been showered with gifts of dairy products in 
return for exclusive lists of purchasers of homes in the subdivision. 
Representatives of the above-named companies use the exclusive lists 
obtained for the purpose of contacting the purchasers of the home at 
their old location and convincing the custoemrs of Owen’s Dairy and 
other independent distributors that it would be wiser to change to 
their service rather than to make a transfer of their present service. 
The method of persuasion varied from offering discounts to providing 
free milk for 1 week, et cetera. The effect of this practice upon 
Owen’s Dairy has been to virtually bring to an end the transferring 
of established customers to new areas and to preclude the securing 
of new customers in the new areas by Owen’s. 

8. Affiant has interviewed various customers of one of the above- 
named companies and discovered that such customers, although all 
living in the same block, were all paying a different price for the same 
grade of milk, as a result of the various price discounts, gifts, and 
other practices above mentioned. 

9. That in September of 1958, Meadow Gold Dairy Products Co. 
furnished milk to a Denver based supermarket chain at a reduced 
price and thus permitted the supermarket to reduce the price from 
47 cents per one-half gaJJon to 37 cents per one-half gallon. The fol- 
lowing day the City Park-Brookridge Dairy reduced its price of home 
delivered milk from 49 cents per one-half gallon to 37 cents per one- 
half gallon and conducted an extensive door-to-door campaign in an 
attempt to secure new accounts at the reduced price. Within a few 
days the price was further reduced to 31 cents per one-half gallon and 
finally to 29 cents per one-half gallon. 

10. That Meadow Gold Dairy Products Co. and City Park- 
Brookridge Dairy are both owned by Beatrice Foods Co. 

11. Within 2 weeks after the price cutting last above-mentioned 
was commenced, the prices in the Denver Metropolitan area were 
restored by all distributors to 47 cents per one-half gallon in the stores 
and 49 cents per one-half gallon for home delivery, as a result of 
demands and extensive negotiations by the Milk Producers Co-Op 
and independent dairies in the area. 

12. That in February of 1959, the Meadow Gold Dairy Products 
Co. announced that it would introduce the use of 1 gallon jugs as 
milk containers for both store sales and home deliveries; that the 
independent dairies immediately protested the use of such containers 
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on the basis that such a practice would invoke further milk price 
cutting. 

13. That in May of 1959, the Carnation Co. began advertising 5 
cents off on various byproducts with the purchase of one-half gallon 
of Carnation milk at the regular price, and all other nationally owned 
milk distributors operating in the Denver Metropolitan area followed 
suit, with the result that within 1 week Carlson-Frink Co. was giving 
a quart of orange drink with each purchase of one-half gallon of milk. 
This practice seriously curtailed the milk byproducts sales of Owen’s 
Dairy, Inc., and other locally owned independents. 

14. On June 25, 1959, King Soopers, owned by J. S. Dillon & Sons 
Co., reduced the price of milk in one-half gallon containers from 47 
cents to 39 cents and in quarts from 24 cents to 20 cents for the Den- 
ver Metropolitan area. Immediately, all other Denver area super- 
markets followed suit. King Soopers announced by full page adver- 
tisements in the Denver Post and the Rocky Mountain News, that 
was merely favoring the consumer with the savings realized from a 
reduction in price given King by Sealtest. 

15. On June 26, 1959, Meadow Gold Dairy Products Co. and City 
Park-Brookridge Dairy reduced their prices on home delivered milk 
from 49 ceats one-half gallon to 41 cents and 25 cents per quart to 21 
cents. 

16. On June 29, these same two companies commenced sale of milk 
in 1 gallon jugs at 79 cents for home delivery and 76 cents in the stores. 
Immediately Sealtest met these gallon prices with milk in 2% gallon 
paper containers. 

17. On July 1, 1959, Owen’s Dairy was forced to reduce the prices 
accordingly in order to compete, and since that date it has been neces- 
sary for Owen’s Dairy to sell milk below its cost. 

18. That continuation by the above-named companies cutting and 
other unfair practices hereinabove mentioned, will force Owen’s Dairy, 
Inc., out of business unless promptly deterred by governmental 
intervention. 

That is my statement. 

I would like to bring that up to date and explain just a few things 
in there, if I might. 

I mentioned that in February 1959, by various means, Beatrice 
Foods announced they would commence to sell gallon containers of 
milk. It seemed that they were going to do this if the market did 
not comply with their wishes; that the price of the gallon container 
depended upon the independents attitude; that Beatrice Foods, as 
well as other national chains, had more cut prices and discounts than 
anyone else serving the market; that Owen’s Dairy had a quantity 
discount in effect at the time of this announcement, and by quantity 
discount I mean one we have had for several years. 

If I might explain it—any customer of ours that took 60 one-half 
gallons or more per month, was entitled to 2 cents per half gallon off 
of their bill. That was automatic. They did not have to ask for it. 
However, if they took less than 60 one-half gallons, the price was 
automatically the market price of 49 cents. It was a thing that our 
company had carried on for many years. We felt that it was only 

a fair thing. 

As of this accouncement, in February, about the gallon container, 
we were informed that we would discontinue this practice. We com- 
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plied. We do not feel that we are large enough to tell anyone in 
this market what to do. We felt if that would straighten the situa- 
tion out, we were more than happy to comply. So we cut out our 
quantity discount as of that time. 

That Owen’s Dairy has maintained a uniform price structure, and 
at no time reduced the price to obtain new business, or even to retain 
old customers that were solicited at a cut price. We have not met 
this unfair price competition, even to the extent that we would lose 
business rather than reduce our price. We felt that if one customer 
was entitled to a ridiculous reduced price, that all of our customers 
were entitled to the same thing. I am sorry to say that a lot of 
the companies in this area have not chosen to follow that same line 
of reasoning. 

Our business has been built strictly on quality and service, and I 
defy anyone to disagree with us on that, or on the fact that we have 
never cut price with the exception of during these price wars, when 
we had to do so to hold our volume. 

That on August 1, 1959, Meadow Gold increased their prices of 
milk back to 49 cents per one-half gallon, 25 cents per quart and that 
they continued to maintain a price of 79 cents per gallon. 

Now, finally, approximately—I am not sure of this date—but 
approximately August 10, if you would call their company, they would 
quote 94 cents per gallon. When I say their company, I personally 
called City Park-Brookridge, the home delivery company, that is 
the one we are primarily concerned with, and was quoted 94 cents 
per gallon, home delivery. However, even after that time, some of 
our customers that are taking gallon containers, have been quoted 
prices of 79 cents, 85 cents, and even in one area where we were trying 
to obtain new business we had one woman that says she still is re- 
ceiving Meadow Gold milk under that label for 78 cents per gallon. 
That is as late as Saturday, the 15th. 

Now, I understand that some of the large companies are trying 
to make the excuse that they are meeting this 39-cent milk, this— 
if I am not mistaken, probably the last man on that list you were 
talking about, Mr. Roosevelt, that has sold milk around the Denver 
area—I think it has been mentioned already that that milk consisted 
of less than 5 percent of this entire market. Personally, I think that 
is @ very poor excuse. 

Also, if that is their reason, this milk has been sold—the 39-cent 
milk has been sold only through stores, Why, then, have they 
solicited our business on home delivery routes at cut prices? 

It doesn’t add up to us. 

It has also been stated before that the producers can handle their 
own affairs if the handlers could only take care of theirs. I agree. 
We only wish that we could handle our own affairs, and that some of 
these national companies would let us handle our affairs. We certainly 
will not try to handle theirs. 

I would like to thank the committee for the opportunity to testify, 
and I certainly hope that some good will come of all this. 

That is the end of my statement, Mr. Chairman. 

Mr. Strexp. Mr. Miller, can you tell the committee of your knowl- 
edge whether or not any of the handlers in the Denver area who make 
these cut prices you mention—whether they have, from their same 
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facilities and plants here in Denver, milk supplied to adjacent areas 
at a different price then they have been charging in Denver? 

Mr. Miter. I do not have any proef of that. However, I under- 
stand that this is so. 

Mr. Steep. Mr. Roosevelt? 

Mr. Roosrvett. Mr. Miller, are you in favor of Mr. Cochran’s 
suggestion that machiner y established some controls which would set 
a minimum price? 

Mr. Miuuer. On a State level; yes, sir. 

Mr. Roosreve.t. Not on a Federal level? 

Mr. Miter. I think it would work better on a State level, per- 
sonally. I understand that in California they have had difficulties. 
But I do understand that it has also had a very good effect on their 
market. 

Mr. RooskEveE.tt. Secondly, you mentioned these—I don’t want to 
call them giveaway programs—the gifts and so forth that are used as 
inducements 

Mr. Miter. Yes, sir. 

Mr. Roosevett. Is there any good reason that you can think of 
from the point of view of basically sound distribution methods or 
pricing methods which would justify doing this? Or would it be 
harmful to do away with the so-called gift gimmick, and so forth, the 
premiums, so as to let the product stand on its own feet strictly on the 
basis of pricing it in dollars and cents, rather than trying to give away 
a mink coat or a Cadillac or an extra lollipop? 

Mr. Miuuer. Naturally our company would like very much to see 
the discounts and the giveaways forgotten about. We cannot afford 
to carry on practices of this sort. However, we do have a good bottle 
of milk, and we do try to sell the quality of the milk as well as the 
service to the consumer. 

We have—what we do have, it is not too much. But what we 
have, we have built on quality and service, and not on giveaways 
And I see no reason that the other companies could not do the same 
thing. 

Mr. Roosevett. In other words, the reason given to us sometimes 
on the Small Business Committee not to ban these things is that this 
actually helps the small businessman compete with the large business- 
man, because this is the only way that he can get a little attractive 
something to give to the consumer that brings him the _ business. 
Now, your feeling is that the small businessraan is able to stand on his 
feet without that kind of help? 

Mr. Mixer. Yes, sir. I feel that we can. And I think there are 
several others in this market that have proven in the past years that 
they also are able to stand on a fair basis. We are not asking for 
any unfair advantages for ourselves. 

Mr. Rooseve tt. I have a suggestion. The Regional Manager of 
the Small Business Administration stated there had been no request 
by small and independent dairies in Colorado to have a setaside such 
as has been granted in Wyoming. I would think, knowing as I do the 

considerable number of Federal installations and purchasing done by 
the Federal Government in this area, that some of you small business- 
men might think of making and processing such a request as a means 
of at least acquiring a fair share of that business. 

Mr. Mituer. Thank you for the suggestion. 
























256 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Mr. Roostvett. Thank you, Mr. Chairman. 
Mr. Steep. Mr. Derwinski? 
Mr. Derwinski. Mr. Miller, is it fair for us to assume that the 

milk you purchase from producers i is purchased from those producers 
in the Denver area Mr. Cochran represents? 

Mr. MILER. Yes, sir. 

Mr. Derwinskr. Have you ever had occasion in the history of your 
firm to purchase milk from outside producers? 

Mr. Miter. Yes, sir; that is how we purchased our milk up until 
approximately 2 years ago, and at that time we joined the Denver 
Milk Producers Organization. And from that time on, however, we 
have purchased our milk exclusively from the Denver Milk Producers, 
with no exception. 

Mr. Derwinski. Was there a reason for your change in policy 2 
years ago? 

Mr. Minter. Yes. 

Mr. Derwinskt. Let me rephrase the question, if it will help you. 
Did you find from the standpoint of proper business operations that 
it had become just as sound for you to purchase your milk locally, if I 
may use that word, than under your previous practice? 

Mr. Minter. We recognized the fact—first, let me say we were 
paying less for our milk, we were paying the blend price for our milk 
up until the time we joined the Denver Milk Producers. Needless to 
say, that is a good deal cheaper than we are now purchasing milk. 
However , the Denver Milk Producers have offered numerous benefits 
we have enjoy ed, such as the fact that if we do have a surplus we are 
able to call them and they take care of that surplus. In other words, 
we are not stuck with it, so to speak. We feel it has helped us to a 
great extent. Naturally, we have paid more money for our milk. 
We would like to have our cake and eat it. We would like to have 
what we are paying the Denver Milk Producers and still have a guar- 
antee that they would take care of our surplus. However, we are 
realistic enough to know that just cannot work. You cannot have 
everything. 

Mr. Derwinsxt. Now the price you are charged for milk is identical 
to the price they charge the largest chain unit in this area? 

Mr. Mitter. Yes, sir. 

Mr. Derwinsk1. In other words, there is no volume discount in 
the sale of milk to handlers by producers. 

Mr. Mriiter. Well, not as such; no, sir. Our operation consists 
mainly of class I milk—in other words, fluid milk. We use very little 
class 4 on a comparison basis with the large companies that have a 
large amount of manufacturing. 

Mr. Derwinski. Now, when the large company is competing with 
you, as you indicated, and the form of competition takes the develop- 
ment of giving away or at least offering at a reduced price, an item not 
in the field of dairy products, this, of course—you cannot possibly 
meet that type of competition; can you? 

Mr. Mriiuer. We probably could to a certain extent. You mean 
certain gifts, such as steak knives I mentioned? 

Mr. Derwinsxt. I think you mentioned orange juice or something 
of that nature. 

Mr. Mitier. Orange drink. We carry that. However, we like 
and have to make a net profit on every item we sell. And we feel, 
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at least, in order to maintain the type operation that we have—we 
do not feel that we can afford, with the quality of milk that we are 
putting out, to give anything additional away at no charge. 

Mr. Derwinskr. In other words, if 1 may just take a random 
example, suppose that in an area that you were serving, one of these 
large firms you are concerned with comes in and charges the customer 
the identical price for a gallon of milk that you would charge, but 
upon the purchase of that gallon would provide them, say, with a 
bottle of Coca-Cola at 1 cent per bottle—now, obviously you couldn’t 
match that arrangement, could you? 

Mr. Mituer. No, sir. 

Mr. Derwinskr. Without at least a loss? 

Mr. Mituer. That is right. 

Mr. Derwinskt. Or the other approach would be they say take 
the milk at 49 cents per half gallon, and suddenly cut the price to 39 
cents. This you cannot meet. 

Mr. Mriuer. No, sir. We have met it during the price war, and 
have lost money, I might add—simply for the reason that we had to 
retain our volume. In other words, we had to retain our customers 
in hopes that when this thing would be over, we would have someone 
to sell milk to. 

Mr. Derwinskr. One last question. Mr. Barnum mentioned a 
shipment of milk which arrived from Monroe, Wis., at the time the 
price war commenced. Do you have any knowledge as to the cost 
to the handler of that milk as compared with what you are paying 
producers in this area? 

Mr. Miuter. I can tell you what I have heard. I cannot tell you as 
a fact. Ihave no basis for fact. I am sure there are people here that 
could answer that question. I understand that it is considerably, or 
was considerably, cheaper than the milk on the local level. 

Mr. Derwinsk1. Thank you. 

Mr. Steep. Are you in a position to say that the price of milk being 
delivered by handlers in the Denver area at this time is below cost, in 
the case of all handlers? 

Mr. Mituer. No, sir; not at this time. The price has returned on 
half gallons and quarts to the 49 and 25 cent level. However, it seems 
to be quite widespread around Denver, in the suburbs—a good deal of 
price cutting is starting to go on in individual instances. In other 
words, 47 cents a half gallon, 46 cents a half gallon, in order to obtain 
new business. 

Mr. Sreep. Does your company operate only in the Denver area? 

Mr. Miter. Yes, sir. 

Mr. Streep. Do you give the same price to all customers? 

Mr. Miter. Yes, sir; we do. 

Mr. Streep. You are not in a position to sell at a low price in one area 
and make it up by a higher price somewhere else? 

Mr. Miuemr. No, sir; we are not. 

Mr. Streep. Mr. MacIntyre? 

Mr. MacIntyre. I have one or two questions, Mr. Chairman. 

You spoke about this price established during the price war, being at 
a level below cost. Of course, you heard the earlier testimony that 
one-half gallon of that milk was being bought from the producers at 
26% cents. Now one of the cost items is the half gallon paper carton 
and it is 4% cents, isn’t it? 
43632—59—pt. 3—4 












958 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Mr. MiuuEr. Yes, sir. 

Mr. MacIntyre. And the plant processing and packaging cost 
would be about how much per gallon, in your judgment? 

Mr. Miter. I have heard the figure—packaging and processing? 

Mr. MacIntyre. Yes. 

Mr. Miter. In our plant, we consider around 12 to 15 cents. I 
would think that 12 would be the figure. 

Mr. MacIntyre. 6 cents a half gallon? 

Mr. Miuuer. Yes, sir. 

Mr. MacIntyre. And the milk in the carton costs 31 cents? 

Mr. Miuuer. We don’t sell in cartons, sir, we sell only in glass. 

Mr. MacIntyre. So the plant cost, carton and milk cost would be 
about 36 cents? 

Mr. Miuuer. Yes, sir. 

Mr. MacIntyre. The delivery cost from plant to store would run 
2 to 4 cents a half gallon, would it? 

Mr. Miuuer. That is my understanding. We deliver only on home 
delivery, and that is where I have the best knowledge at least of our 
operation. 

Mr. MacIntyre. So according to those figures, the laid-down cost 
of a half a gallon of milk in paper carton at a store would be above the 
price it was advertised in the newspapers here, as you view it? 

Mr. Miuuer. I would assume so. 

Mr. MacIntyre. Well, according to your experience, that is your 
judgment, is it? 

Mr. Miuuer. Yes, sir. 

Mr. MacIntyre. Now I want to call to your attention a consumer 
analysis made by the Denver Post in the first of 1959. It shows the 
share of the market for each dealer in home delivered milk and in 
fresh milk sold in the stores. You are acquainted with that report on 
that survey, are you? 

Mr. Miter. Yes, sir. 

Mr. MacIntyre. And, of course, your share of that market is noted 
in that report? 

Mr. Miter. Yes, sir. 

Mr. MacIntyre. You have noted the share that is specified for 
you, have you? 

Mr. Miuuer. Yes, sir. 

Mr. MacIntyre. Is that accurate? 

Mr. Miuter. I believe so; yes, sir. 

Mr. MacIntyre. And you consider that report quite dependable 
and reliable? 

Mr. Miuuer. As far as we are concerned; yes, sir. 

Mr. MacIntyre. I believe that is all. 

Mr. Streep. Any further questions? 

Mr. Miller, we want to express our appreciation to you for the 
cooperation and help you have given the committee, and the fact 
that you have come here today to help us with our factfinding. 

Is Mr. Watson here? 

Mr. Watson. My name is E. H. Watson, I am president of United 
Dairies, Inc., Denver, Colc. 

Mr. Srrerp. Please raise your right hand. Do you swear that the 
testimony you are about to give will be the truth, the whole truth, 
and nothing but the truth, so help you God. 

Mr. Watson. I do. 


TE 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 259 


TESTIMONY OF E. H. WATSON, MANAGER OF UNITED DAIRIES, 
INC., DENVER, COLO.; ACCOMPANIED BY CHARLES J. DAINS 
AND PHILIP A. ROUSE ; 


Mr. Streep. Will you have a seat, Mr. Watson. You may proceed 
in your own way. 

Mr. Watson. Mr. Chairman, I would like to ask permission to 
gang up on you. Some of the questions that you have asked, or that 
you might ask, our manager could answer them. Also, I would like 
to have our attorney, Mr. Phil Rouse here, if it is permissible. 

Mr. Streep. All right. The committee would be glad to have you 
sit en bloc, and if you have them come forward and identify them- 
selves for the record we will be pleased for them to do so at this time. 

Mr. Datns. My name is Charles J. Dains. I am manager of 
United Dairies. 

Mr. Rouse. I am Philip A. Rouse, 322 Majestic Building, Denver, 
Colo. 

Mr. Streep. Mr. Dains, please raise your right hand. Do you 
swear that the testimony you are about to give will be the truth, the 
whole truth, and nothing but the truth, so help you God. 

Mr. Darns. I do. 

Mr. Srrerp. Do you have a prepared statement? 

Mr. Warson. I have a prepared statement, Mr. Chairman. 

Mr. Steep. You may proceed in your own wey 

Mr. Watson. Mr. Chairman and members of the committee, my 
name is E. H. Watson. I am president of United Dairies, 2401 West 
Sixth Avenue, Denver. On behalf of my associates and myself I want 
to thank you gentlemen for your efforts in behalf of the small business- 
men of our country. 

I come before you today as an independent dairyman who has oper- 
ated as such in this city since 1921. I therefore feel that 1 am no 
stranger to the problems inherent to small business ownership. 

Up until 6 or 7 years ago, I had drawn extreme pleasure in matching 
wits with competitors for a fair share of this market. I have always 
felt that fair competition was that based on service, efficiency, and 
quality of product, and while until recent years there may have been 
an occasional question as to the ethics of some competitive practices 
in the market, by large the spirit of fair play predominated. 

However, during the past few years, and especially since October of 
last year, there have been used in this market financial pressure which 
has led to two serious price wars, which have been brought to the atten- 
tion of this committee and no doubt has resulted in this hearing being 
held. 

On July 4, 1959, we submitted an affidavit to your committee con- 
cerning the last price war in this area. At this time | wish to read this 
affidavit. 

In the face of the present milk war situation in the Denver-Colorado 
Springs-Pueblo area, over 30 independent dairy precessors face bank- 
ruptcy or forced sale of business if this situation continues. Under 
“normal” conditions the pressures of the large chain dairy companies 
are severe—the milk war serves to magnify these pressures on the 
independents. 

In view of the above and of the information to follow, a plea is 
herewith issued to the Congress and to the executive branch of the 
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Federal Government for full-scale investigation and action in an effort 
to save the independent processors from complete annihilation. 

On Thursday, June 25, 1959, and for the second time in less than 
12 months, the King Soopers grocery chain announced an 8-cent drop 
in the price of one-half gallon of milk at their stores. All other outlets 
immediately met or bettered the price. Milk processors were forced to 
drop their wholesale price to the markets accordingly. The following 
day the Meadow Gold Co. announced a home delivery price reduction 
of 8 cents for one-half gallon. Again, all distributors were forced to 
follow. Meadow Gold orally urged all independents to maintain a 
2-cent differential higher than the grocery price—this in the face of the 
fact that they, Meadow Gold, were on the verge of “‘secretly” introduc- 
ing to this market gallon jugs at a price 3 cents lower than the price 
they had been urging independent processors to sell an equal amount, 
2 half gallons. King Soopers chain, J. S. Dillon & Sons Co., of Kansas, 
is supplied private label and Sealtest milk by the National Dairies 
Co. They also carry Meadow Gold milk from the Beatrice Foods Co. 

It is believed that at the time King Soopers announced the reduc- 
tion in the price of milk to 39 cents per half gallon that, with few 
exceptions, none of the independent grocers in this area were able to 
buy milk for less than 39 cents much less sell at that price. 

Up until recent months, King Soopers private label milk was 
furnished by an independent processor, Schoenburg Farms; however, 
at the present time, no independent processor supplies them milk. 
It is further noted that as of this date, and to the best of our knowl- 
edge, none of the independent dairy processors is supplying milk to 
any of the chain grocers in the city of Denver. It is estimated that 
these chain grocery-chain dairy one-half gallon milk sales represent 
over 60 percent of grocery milk sales. This statement is made on the 
assumption that the sale of Carlson Frink Co. to Borden’s has been 
completed. 

Up until approximately 10 or 11 years ago, Meadow Gold had been 
the only national chain dairy processor in this area. Through these 
many years it has been her common practice to secure and hold 
customers by means of large direct loans, furnishing of signs, dairy 
cases, and ice cream cabinets, large discounts and rebates, and 
numerous other devices to thwart competition. . Today these practices 
are almost a necessity in this market to secure a wholesale account. 

At the present time, the following national chain dairy product 
purveyors are in this market: Swift & Co. (ice cream), National 
Dairies, Fairmont Foods, Carnation, Borden (we think, although not 
publicly announced), in addition to Beatrice Foods. Beatrice Foods 
operates under two brand names in this area; namely, Meadow Gold 
and City Park-Brookridge. They have home delivery routes under 
both names and, combined, they control the largest amount of home 
delivery business in the market. 

The Carnation Co. entered this market via the purchase of a local 
operation just recently, Since this time there has been an announce- 
ment that Carnation products would be featured in all Associated 
Grocery Stores in this area. Associated Grocers is‘a group buying 
organization for independent grocers. Prior to this announcement,. 
Meadow Gold (Beatrice) had had the “arrangement” with the 
association; consequently, it may be assumed that Carnation’s ‘‘deal”’ 
must have been extra special to be able to take it away from Meadow 
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Gold. It should be noted, however, that up until this announcement, 
the individual grocers had dealt with any dairy they saw fit without 
pressure from the association office. -Now the independent dairy 
processors who had been fortunate enough to have preferential space 
in the dairy cases of some of these independent grocery stores are told 
that due to the new arrangements with Carnation at least 50 percent 
of the space in all cases must go to them. Also, it is forcefully 
suggested that store displays feature Carnation. It is hinted that 
there will be a “special” yearend rebate from Carnation, through 
the association to the individual grocers. Noteworthy is the fact 
that while none of these stores approximated the huge volume of the 
chain markets, the independent dairymen had appreciated these 
“crumbs.” Further, it is difficult for the small dairyman to under- 
stand how the big dairy company can distribute these products to 
the far corners of the State in order to service all these independent 
grocers without doing so at a loss. Could it be there are willing to 
take this loss to get our business? 

Since the introduction of the gallon jug to the market by Beatrice 
Foods, the National Dairies Co. has made it known that it will meet 
jug store prices in the stores with 2 half-gallons of their product. 
If this continues the little guy will be in the squeeze again. 

Below are listed some examples of accounts of our company which, 
during recent years, have either been lost or have necessitated the 
granting of special considerations in order to hold them due to the 
many questionable practices mentioned before: 

Morries In and Out, Fort Collins, Colo.: Lost due to discount and 
other concessions by Meadow Gold. 

A. & W. Root Beer, Brighton, Colo.: Lost to Meadow Gold due to 
discount and sign furnished. 

Frosted Dutchman, Englewood, Colo.: Lost to Meadow Gold due 
to discount, free signs, and free refrigeration service. 

Cloverleaf Drive-In: Lost to Meadow Gold due to discount. 

Lutz’s Restaurant, Denver, Colo.: Lost to Meadow Gold due to 
large loan. 

No Delay Drive-Inn, Greeley, Colo.: Forced by Meadow Gold to 
give discount in order not to lose. 

Montgomery Ward, Denver, Colo.: Forced to give discount or lose 
to Meadow Gold. 

The above are listed as examples of what our company, along with 
the other independents, are faced with in an effert to survive. There 
is a much more complete list available if required. 

Another obvious problem of the independent is his inability to 
gain access to the “‘plush” accounts because of existing “deals.” The 
prime example of this is the area would be the reason the huge Miller 
Super Market (National Tea Co.) Chain deals exclusively with 
Meadow Gold. 

It is supposed that, like in many markets, advertising allowances 
and other hidden concessions are given by the majors to cement 
relations but these things would only come out in a full-scale hearing. 

It is believed that the Congress in its passing of the Robinson- 
Patman and Clayton Acts felt very strongly about these things we 
have been discussing. It is sincerely hoped that this Congress will 
see fit to recommend and act in behalf of the small dairymen in this, 
and all, areas of our great country. 
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The foregoing statements are true to the best of my knowledge and 
belief and are respectfully submitted for your information. 

Mr. Chairman and gentlemen of the committee, that concludes the 
reading of the affidavit. However, I would like to add that 1 am sure 
that I speak for a vast majority of independent dairymen when I say 
that we are desirous of making our products available to our customers 
at the most reasonable prices possible, prices commensurate with fair 
returns and in accordance with fair trade practices. Therefore, we 
independents are mystified at how it is possible to offer 1 quart of 
orange drink, which normally retails at from 17 cents to 20 cents, for 
sale at 5 cents with each purchase of one-half gallon of regular milk 
at 39 cents and still stay above cost. 

This we do know, we cannot operate our dairy selling our products 
at prices which are below cost, in our limited local area, and stay in 
business. Of course, our large national competitors can sell below 
ost in the Denver area and recoup their losses in other areas of the 
Nation where they are not engaged in price wars. It takes no Solomon 
to decide as to the outcome of our business future if the pressures 
being applied by the giant national dairies are permitted to continue. 

We fervently hope that the unfair trade practices to which we have 
referred may be brought to a permanent halt and the free and com- 
petitive enterprise in the dairy industry be saved from destruction. 

Again we thank you for your interest in this serious problem which 
we have brought to your attention. 

Mr. MacInryre. I have a question or so, Mr. Chairman. 

The preceding witness testified that his company, the Owens Co. 
was engaged in delivery of milk to homes. I believe your concern is 
engaged in the delivery of milk to stores. 

Mr. Watson. Both. 

Mr. MacInryre. Largely to stores, is it? 

Mr. Watson. No, sir. Largely retail, and some to the stores. 

Mr. MacInryre. The name of your company appears in this 
Denver Post consumer analysis which was made early this year. 


Have you noted the share of the market attributed to you in that 
analysis? 


Mr. Watson. Yes, sir. 

Mr. MacInryre. Do you consider it accurate? 

Mr. Watson. Yes, sir. 

Mr. MacIntyre. And do you consider the report reliable? 

Mr. Watson. Yes, I believe it is very reliable. 

Mr. MacIntyre. Now, you have spoken about costs. Will you 
please explain to the committee some elements of cost, such as for 
example one-half gallon paper container? What does that cost you? 

Mr. Watson. I will ask Mr. Dains to answer that. 


Mr. Darns. Well, your figure there is approximately correct on the 
carton. 


Mr. MacInryre. That is 4% cents a carton? 

Mr. Datns. Yes. In our plant—that picks up your wax, your 
royalty, your staples, and so forth. In our plant we estimate that 
we have about 5 cents per half-gallon processing cost on our milk. 

Mr. MacIntyre. And truck delivery costs to a store would run 
about what, per half gallon? 

Mr. Datns. Well, we break it down into percentage of total sales, 
and we run in the neighborhood of 13 percent. That is the truck, the 
supervision, the salesman, and other incidental expenses. 
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Mr. MacIntyre. Do you consider that your operating costs on 
those factors are about what are experienced by the efficient operators 
in the market? 

Mr. Darns. We have found that our costs have been very compara- 
ble to the McLane cost analysis service, which we have belonged to 
several times in the past few years. We think we are competitive. 

Mr. MacIntyre. According to our witness earlier this morning, the 
milk cost is 26% cents per half gallon on 3.8 butterfat. The carton 
cost 4% cents. That makes it 31. And operating costs of 5 cents I 
believe you said. That would make it 36 cents. And what would you 
say is the delivery cost to the store? 

Mr. Datns. About—you have got to get—even for the big ones, I 
believe—above 10 percent. So on a product delivering for 43%, you 
would have 4.3. 

Mr. MacIntyre. Would it be approximately 4 cents? 

Mr. Darns. Yes, sir. 

Mr. MacIntyre. That would make it about 40 cents per half gallon. 

Mr. Darns. We cannot and could not make money on any of our 
wholesale milk half gallons at this 36-cent price during our milk war. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Streep. Mr. Watson, do you operate solely in the Denver area? 

Mr. Watson. No. We manufacture an ice cream mix which we 
ship to Wyoming and New Mexico. 

Mr. Streep. And the fluid milk part of your operation, is that con- 
fined to this territory? 

Mr. Watson. Yes, sir; it is. 

Mr. Steep. How widespread is this practice of furnishing refrigera- 
tion, loaning money, or otherwise helping the retailer to get him to 
handle milk? 

Mr. Watson. I would say it was universal. When the National 
Dairies came into the market, they made an attempt to put a stop 
to it. But they were not too successful. I think the last reduction 
they have given in to. 

Mr. SrrEp. Well, Mr. Watson, on behalf of the committee, I want 
to express our appreciation for your help and cooperation. 

Mr. Hillmeyer, would you identify yourself for the record? 

Mr. Hittmeyer. My name is Clark Hillmeyer, secretary of the 
Stearns Dairy. 

Mr. Streep. Please raise your right hand. Do you swear that the 
testimony you are about to give will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Hitumeyer. I do. 


TESTIMONY OF CLARK HILLMEYER, SECRETARY OF THE STEARNS 
DAIRY 


Mr. Streep. Mr. Hillmeyer, if you would like, you may proceed in 
your own way to make such remarks as you see fit, and then we may 
have some questions. 

Mr. Hiuumeyer. Thank you. 

I have an affidavit here, a short one. 

We are writing this letter in direct reference to the marketing con- 
ditions existing in the Denver milk industry. 
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On October 3, 1958, Beatrice Foods, and subsidiary City Park- 
Brookridge Farms, initiated a price reduction from 49 cents a half 
gallon of “homogenized milk to 37 cents, and later on October 10 to 
31 cents, which price continued through October 13, 1958. Simul- 
taneously the industry was threatened with a gallon jug packaging 
operation. This package is beyond the means of small dairies, as 
well as being unprofitable in itself for the others. An appeal by ‘the 
smaller dairies postponed the use of gallon jugs until June 25, 1959. 

At this time King Soopers supplied by Sealtest (National Dairies) 
reduced their price to 39 cents a half gallon from 49 cents. This price 
of 39 cents a half gallon is still being maintained as of this writing. 

With King Soopers publicizing a price of 39 cents, our operation 
was forced to reduce our price from 49 cents to 41 cents a half gallon 
in order to retain our customers. We cannot emphasize the fact 
enough that 41 cents is considerably below our cost. It is problematic 
just how long we can continue to operate under this price structure. 
Our chief accountant estimates a projected loss of $12,000 per month. 

Our national chain competition, notably Beatrice Foods, seems to 
continually offer a premium to monopolize the market. Free milk 
foods for various periods—buy 4 get 1 free— tumblers, steak knives, 
electrical appliances, and in some cases driveways into new homes 
have been paved for their milk business. These are some of the 
premiums our sales representatives report. 

Now, may I modify that. I only know or have heard of one incident 
that several of the boys from City Park went out and put a driveway 
in fora woman. And it was at her cost, but they helped. And it is 
common knowledge among the drivers down there at City Park. 

Another factor relative to this market is the advent of a distributor 
company, Colonial from Utah. They obtain their raw milk supply 
largely from the State of Utah at a greatly reduced price when com- 
pared to the price of our exclusive supplier, the Denver Milk Producers, 
Inc., of Denver. Our price per pound butterfat is currently $1.64 
while they are reported to buy for under $1 a pound butterfat. 

In our opinion, the atmosphere of a price war demoralizes the entire 
market. Since King Soopers touched off the war, customers who 
ordinarily obtain their milk food products from a home delivery dairy, 
patronize the large companies and supermarkets, being influenced 
to do so by the publicity. These people change their entire buying 
habits during such wars and are completely lost to the chains by the 
independent dairies. 

Those who instigated the price cut indicated that there was already 
outlets selling at the 39-cent price, and this was probably true in the 
case of family operated units. The volume of this type operation 
was certainly minute compared to the whole. 

May we respectfully request your assistance, therefore, in whatever 
manner might be at your command? 

That ends my affidavit. 

In this giveaway program, I have one incident that I would like to 
speak of. We had a driver call into the dairy, and he said, ‘“‘We have 
a company out here that is giving away a lot ‘of products. I have a 
man here that has his icebox full of milk.’ And he told me what 
the man had in his icebox, and I told him I would like to just come 
out and see it myself—that it was pretty wild. 
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So I went out, got the man’s permission—he was a major from 
Fitzsimons General Hospital. And he let me come in and look at 
the refrigerator. And in that refrigerator he had had a gift from 
one company of 2 half gallons of milk; he had another quart—these 
were all in carton packages. And he had 4 half pints of various 
things like—I think it was chocolate, orange drink, and something 
else. That man had something like eight items in his icebox given 
to him by a certain company—Carlson Frink. 

The man also said he turned around and gave three packages away 
to the movers that brought in the housewares. 

So that is what we have been running up against. 

Mr. Steep. Now, did the gentleman tell you they gave him that 
when he moved in? 

Mr. Hitumeryer. That was a free gift. And we got him for a 
customer. He thought it was a joke. 

Mr. Derwinsk1. Well, Mr. Hillmeyer, is there ever a practice in 
these giveaway approaches to a prospective new customer of tying 
up this customer for a given period of time? 

Mr. Hitumeyer. Yes, there is. There is generally either one item 
or two—generally a cottage cheese and a quart of milk, or a quart of 
milk and chocolate milk. 

Mr. DrerwrinskI. In other words, there is in effect a continuing 
argument made to induce that customer to purchase the product. 

Mr. Hitumeyer. Yes, sir. 

Mr. Derwinsk1. And from—— 

Mr. HituMeyer. You see, you give them a bottle of milk, primarily 
for a sample, to compare the quality in flavor and butterfat. And 
lots of times, a customer will see the difference; and if they don’t see 
it in one package, they will say, “Well, your cottage cheese is 
wonderful.” She will take on the strength of the cottage cheese, 
where she might not take on the strength of the milk. 

Mr. Derwrinsktt. The point I am trying to establish is this, if a 
customer, over a period of time, purchases from a dairy, say a half 
gallon of milk per day, do they also include a periodic gift over a long 
period in order to induce his continued purchasing? 

Mr. Hitumeyer. That has been done, yes, from what I hear. 

Mr. Derwrtnskt. I see. But basically the giveaway is done at the 
time the contact is made with the customer. 

Mr. Hitumeyrer. That is right. 

Mr. Derwinskt. It is not a continuing type of operation? 

Mr. Hiutmeyrer. Not that I know. 

Mr. Derwinskt. And this is done regardless of the cost of milk at 
a given moment? 

Mr. Hitumeyer. Yes, sir. 

Mr. Derwinskxt. So theoretically if this price war should end, 
and you should revert to a normal fair price for milk, you may still 
be plagued for example by one of the firms giving away steak knives, 
even though they restored the price of milk to what you felt was a 
normal figure. 

Mr. Hitumeyer. Yes, sir. 

Mr. Derwinski. Thank you. 

Mr. Hitimeyer. Now, I mentioned electrical appliances. They 
will tie a customer down with a contract on electrical appliances where 
they will sell it to the customer for wholesale, and the customer will 
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gradually pay off for that appliance, and therefore they will hold the 
business that much longer. 

Mr. Steep. What type of appliance do you refer to? 

Mr. Hitumeyer. Oh—irons, grills, waffle irons. 

Mr. Steep. That is an appliance that is used in the home as against 
the type of equipment that they would give to a store like an icebox, 
a display case or something of that sort. 

Mr. HinumMeyer. Yes, sir. 

Mr. Strep. What is the extent of the territory your company 
serves? 

Mr. Hinumeyer. We are all Metropolitan Denver. 

Mr. Streep. How extensive are your operations in dairy products 
in addition to fluid milk? What other items do you dispense? 

Mr. Hittmeyer. We have all other items—cottage cheese, butter- 
milk. 

Mr. Sterp. You do your own processing of all those items? 

Mr. HituMeyer. Yes, sir. 

Mr. Strep. Do you also include commodities like orange drinks 
and that sort of thing? 

Mr. HitimMeyer. Yes, sir. 

Mr. Steep. You distribute that type of item also? 

Mr. HituMeyer. Yes, sir. 

Mr. Steep. Well, Mr. Hillmeyer, on behalf of the committee I 
want to express our appreciation to you for your appearance here to- 
day, and your cooperation with the committee. 

Mr. Hitumenyer. Thank you, sir. 

Mr. Steep. Is Mr. Pederson here? Will you come forward, sir. 

Mr. Pedersen, would you please identify yourself for the record? 

Mr. Pepersen. My name is Einer Pedersen, manager, Holland 
Dairy Co. 

Mr. Streep. Would you raise your right hand please. Do you swear 
that the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Peprrsen. I do. 


TESTIMONY OF EINER PEDERSEN, MANAGEF:, HOLLAND DAIRY CO. 


Mr. Steep. Will you have a seat, sir, and proceed in your own way, 
and please, for the sake of our spectators, would you try to talk in as 
loud and clear a voice as you can. 


Mr. Peprersen. Mr. Chairman, and members of the legislative 


committee on dairy products, on July 6, 1959, we forwarded a letter 
stating the following: 


Hon. Tuomas STEeEp, 
Chairman, Subcommittee on Milk, 
House Office Building, Washington, D.C. 

Dear Mr. Steep: I am a small dairy processor with three trucks for delivering 
to the homes in the Denver market. 

Since the big chain dairies and grocers have decreased the price of milk about 8 
cents per half gallon about a week ago, I find that I am losing money so rapidly 
that if this price war continues much longer, I shall most certainly not be able to 
stay in business. I sincerely hope that your committee will be able to hold an 
investigation in this area as soon as possible. 

I, for one, would like to know why the King Soopers are suddenly able to make 
a profit: (as advertised in the Denver Post) when selling a half gallon of milk for 
39 cents, whereas a week before, they had to charge the public 47 cents per half 
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gallon. Is it possible that King Soopers are buying milk from their supplier at 
a lower price than some of their competitors are able to buy it from the same 
supplier? Their supplier is National Dairy Products (Sealtest). 

Since there is a Federal law specially prohibiting the giving of loans, special dis- 
counts, or other concessions for the purpose of ‘‘sewing up’’ accounts, would it 
not be well for the committee to investigate this situation? I believe a large 
number of restaurants in this area are given these illegal benefits. 

Another thing of interest to the committee, it seems to me, is the fact that none 
of the independent dairies are able to sell their products in any of the chain 
grocery markets in Denver. To the best of my knowledge, not one chain organi- 
zation buys milk from any independent dairy here in Denver. 

Another thing which has always been a mystery to me is why the Beatrice Foods 
Co. (Meadow Gold) always seems to get the Denver public school bid on milk, 
although at times they received the contract for nearly 1 cent more per half pint 
of milk than the neighboring county in which we live, Jefferson County. As I 
see it, the only reason is the fact that the Denver public schools accept only one 
bid for the entire school system, whereas the school officials of Jefferson County 
allow each plant to bid on one or more schools in the county. It seems so unfair 
because of the fact that milk sales in the public schools are subsidized by Federal 
grant, your and my tax money. Because we are small, we lose out on the oppor- 
tunity of bidding against this large company which probably is the only supplier 
large enough to deliver milk to the entire Denver school system on account of 
the tremendous volume. 

I understand, Mr. Chairman, that there are somewhere between 80 and 85 
schools in the Denver school district. 

In clcsing, let me say this: the national companies of which we have four in the 
Denver area, are now not satisfied in having nearly 100-percent monopoly of 
wholesale business in this district, but now they also want, I believe, to drive out 
the small businessman from the retail business or home delivery, have cut the 
price so low that it is only a matter of a short time until the small independent 
processor will be forced to discontinue operations. 

Gentlemen, the independent dairymen of this area need your help badly. 
Remember this, the small independent businessman is rapidly disappearing 
throughout our country. It is high time something constructive is done so that 
we may at least have a chance to make a living without being forced to the wall 
by the large national concerns who apparently have unlimited capital with which 
to destroy legitimate competition. 

Will you please come and try to straighten out this situation? 


With your permission, Mr. Chairman, I would like to make one 
point clear. I perhaps am the only man engaged in this business who 
is of foreign birth, and possibly contrary to most of you have become 
a citizen by choice. I was born and raised in Denmark, and came to 
this country in 1929 to enter the University of Minnesota, to study 
further in dairy science. 

I for one do not have much time for one who will always complain 
of a national concern just because of its size. I believe in all fairness 
it should be said by the national concern that they too are needed 
here in the Denver market, for the help and strength of the area. 
If we go back only a short time before, we must also admit had it not 
been for these large manufacturing concerns, we might well not have 
been able to conduct successfully World War IJ, not alone feeding 
our own people well, but also our allies. 

However, it would seem to me that when we come to the point 
where we deviate away entirely from the very thing, as I see it, which 
has made this country great, and that has been free and open com- 
petition—when by that strength, by multi-million-dollar concerns, we 
come to the point where that is replaced by captive business, and by 
captive business I in my humble opinion mean just this—when you 
start giving loans to customers in order to sew up their account, to 
make myself plain, it does not give me an opportunity, even though 
I might have as good a product, it does not give me a chance to even 
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go in there and compare price with a man. 
that basis. 

Another thing which has been very disturbing to me, when I 
entered the Denver market here in 1955, I called up the department of 
school affairs that deals with the sales of bids of milk, and asked for 
permission to bid on a few schools. The answer I got from a lady 
who did not identify herself by name, ‘‘Where do you live?” We live 
in Lakewood and we operate the Holland Dairy. “Y ou might submit 
a bid, but your bid would not be considered anyway.’ 

We find in Jefferson County, of which I am justly very proud, 
school district R—-1—as long as I have been there, and further back, 
they have placed individual bids, so that every dairy in the metro- 
politan area, not alone our own county, may bid on this business. _ If 
you happen to be low in one school, you may have the business for 
that school, if you are low on all of them, you may get all of the schools. 
But at least it gives the small businessman a chance to get a few nickels 
back of what he might have to pay in income taxes for the operation 
of our Federal Government, a chance to present his case and a chance 
to bid against the large concerns. 

You believe, Mr. Chairman, that pretty much completes my state- 
ment, sir. 

Mr. Strep. How long have you been in business here in this area, 
sir? 

Mr. PeprrRsEN. Since March 1, 1955, sir. 

Mr. Streep. How wide a territory does your company serve? 

Mr. PeperseN. We serve Lakewood Parks and the Wheatridge 
area, and we also have a route east of Colorado Boulevard. 

Mr. Steep. Your operation, then, is entirely local. 

Mr. PreperseNn. Mostly local, and partly in wholesale, a small 
amount. 


Mr. Steep. Do you do dairy business on other than just fluid milk 
products? 


Mr. PepEerRsEeN. We are also engaged in the ice cream business, and 
operate two dairy stores. 

Mr. Derwinsxkr. Do you, Mr. Pedersen, purchase your milk from 
this milk producers group? 


Mr. PepErRsEN. No, sir. We have a direct contact with five pro- 
ducers. 

Mr. Derwinskr. With independent producers in this area? 

Mr. PEDERSEN. Yes, sir. 

Mr. Drerwinskt. I see. Now, what about the operation of your 
rp competitor at the moment? Where does he get his 
milk? 

Mr. PepErRsEN. Most of the milk purchased in Denver is purchased 
through the Denver Milk Producers Association. 

Mr. Derwinsk1r. One question in regard to your problem of bidding 
on the school milk. Have you inquired any further about the prac- 
tice followed in the school purchase of milk? 

Mr. PepErsEN. No, sir. I have asked other men who live within 
Denver County. They have informed me that unless they can take 
the entire contract, their bids are not considered. 


Everything is settled on 
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Mr. Derwinekt. I see. Thank you. 

Thank you, Mr. Chairman. 

Mr. PepersEN. May I say this, Mr. Chairman. We do not feel 
that from a standpoint of a normal operation that we have anything 
to fear—except these price wars. We wake up in the middle of the 
night and find we have multimillion-dollar bankrolls thrown against 
us of which they are very deteriorating, not alone from the amount 
of money we lose, but so far as the goodwill of the customers we lose. 

Mr. Streep. In other words, you are compelled to make or break on 
the local market you serve. You have no far-off operation where 
you could be making a profit to offset vour losses here. 

Mr. Pepersen. That is right, Mr. Chairman. I was told one of 
the national concerns operating in the Denver market has 93. other 
plants throughout the United States. I cannot verify that that state- 
ment is correct. But I think anyone can see that it is rather hard 
on an individual basis to compete with this sort of a thing. The 
main difficulty, as we see it here in Denver—and we are probably 
one of the smallest dairy concerns operating. We live outside Denver 
city limits, and operate with permission of the Denver Health Depart- 
ment, to come into here in Denver with our milk. The main diffi- 
culty we find is in order for us to even have a chance at wholesale 
business, you must be in a position to give out gifts and to furnish 
cream cabinets, soda fountains, neon signs, and so on. It is my 
considered opinion that if small business is to survive, that some- 
thing must be done on a Federal scale to eliminate and prohibit 
those practices. And I believe that whenever that time comes, 
I even believe that the national concerns would be very happy with 
it themselves. When one starts, another one follows, and they all 
have adequate capital that they are not going to be outdone. And 
it is understandable when one firm starts, another one wants to follow 
suit. But if this was done on a national scale—if it was prohibited, 
loans, we would then be able to compete in quality and service and 
pricewise where we would not have to be able to have probably four 
or five times as much money in order to compete, Mr. Chairman. 

Mr. Streep. Do you feel that the consumer would be much better 
off under that sort of system? 

Mr. PepERSEN. Oh, definitely so. 

Mr. Streep. Mr. Pedersen, on behalf of the committee, I want to 
express our appreciation to you, sir, for cooperating with us here today, 
and helping us obtain the record on this situation. We do appreciate 
your taking the time to come here. 

Mr. Pepersen. Thank you, sir. 

Mr. Steep. Is Mr. Denton here? Will you please identify yourself 
for the record. 

Mr. Denton. Richard A. Denton, general manager of Cambridge 
Dairies, Inc. 

Mr. Steep. Raise your right hand, please. Do you swear that the 
testimony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Denton. I do. 

Mr. Strep. Will you have a seat, sir, and then you may proceed in 
whatever way you would like to follow. 
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TESTIMONY OF RICHARD A. DENTON, GENERAL MANAGER, 
CAMBRIDGE DAIRIES, INC., DENVER, COLO. 


Mr. Denton. I have a statement prepared July 3, 1959, for the 
Small Business Committee. 

The Cambridge Dairy was founded by Percival Young in 1892. At 
the present time it is being managed by the third generation of Mr, 
Young’s family. 

Until 1956, the milk industr y was fairly clean and Cambridge en- 
joyed a slow but consistent growth i in the retail milk industry. “Since 
that time the business as well as that of other independents in the area 
have been plagued with disruptions in the market brought about 
mostly by the national concerns having subsidiaries in this area as well 
as the Denver Milk Producers, a farm co-op, supplying the raw milk 
to the dealers or handlers in the Denver area. 

We are now confronted with another price war, which means we 
are being squeezed from both sides and which means that should it 
persist, we will be forced to close our doors after having operated a 
high quality and clean business for the last 67 years. 

In September of 1956, pressure was started on the smaller inde- 
pendents to join the Denver Milk Producers. Heretofore, the small 
independents had purchased their raw milk directly from the farmer 
paying a blend price as well as a bonus. Some of the dairies, Cam- 
bridge being one, produced a considerable amount of their raw milk. 
In August of 1957 we were finally forced to join the Denver Milk 
producers and conseq i tly had to sell our milking herd. As a result, 
the milk utilized by Cambridge during the year of 1958 cost $20, 000 
more than had we maintained our previous position, part of this being 
used to subsidize larger dairies having a larger manufacturing bracket 
than Cambridge. 

I should like to clarify that before I go on. 

The Denver Milk Producers at the present time is set up in these 
three brackets: Bracket 1, which is bottled milk; bracket 2, which is 
bottled cream; and a class 4, which is your eee such as 
ice cream and cottage cheese and that type of thing. 

I use the word “subsidize” and probably that is a little strong—but 
we at Cambridge do not have a large fourth bracket which, by the 
way, is much cheaper in cost than either bracket 1 or 2. Therefore, 
at the time when we were paying a blend price plus a bonus, our 
average cost per butterfat pound was much less than when we went 
into the Denver Milk Producers. 

In the summer of 1956, we were forced to install a quantity discount 
plan to meet the indiscriminate pricing and giveaway of the large 
concerns. We were forced to do this to keep our customers. Below 
are examples of this type of pricing and giveaway practiced by the 
large concerns. 

There was an instance where three different Meadow Gold custom- 
ers residing in the same area were paying three different prices for 
their milk although their volume was approximately the same. 
Another gimmick used was the giving away of cottage cheese and other 
byproducts once a week rather than billing customers at a discounted 
price. This has been a common practice instigated by the majors, 


Beatrice Foods, Carnation, City Park-Brookridge, a subsidiary of 


Beatrice Foods, and the national concern, Sealtest. 
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Carnation recently offered a quart of orange drink for 5 cents with 
the purchase of a half gallon of milk. 

City Park-Brookridge gave away a half gallon of ice cream for 
every 5 half-gallons purchased. 

Carlson Frink, a large regional concern—which by the way is now 
Borden’s—gave away 1 week of free milk to each new customer. 
Also, another practice was the giving of a dozen strawberry plants if 
you would take milk from Carlson Frink. 

We were troubled by the nationals with their giveaways and dis- 
counting until October of 1958, when King Soopers, a chainstore, 
broke the store price of milk, which resulted in a price war which 
lasted approximately 2 weeks when almost miraculously it cleared 
up. The price of milk at this time went down below cost. The 
market carried on for approximately 3 months with hardly a disturb- 
ance or ripple. 

In February of 1959, we were threatened with gallon jugs by City 
Park-Brookridge, a subsidiary of Beatrice Foods, the introduction of 
which was to offer a package at a considerably reduced price with such 
statements being made as, ‘“‘When we’re through, you won’t be in 
business.”” When Mr. O’Connell arrived, the jug threat was quickly 
withdrawn, but has been held over our heads until the recent price 
war, when King Soopers again broke the store price with City Park- 
Brookridge immediately lowering their retail price and introducing 
gallon jugs on the market. 

At the present time we are being forced to sell milk at 41 cents a 
half gallon, a figure set by the major dairies and chainstores. At this 
price, we are losing approximately $2,800 per month in order to hold 
our retail accounts. This was written July 3—at the present time we 
are at 49 and 25. 

Should the present market situation continue, numerous independ- 
ent dairies like ourselves will be forced out ot business. We are not 
afraid of good, clean competition because of high quality of product 
and service, but we cannot compete or survive selling at a price of 
cost or below. 

These statements are true to the best of my knowledge. 

Mr. Streep. Mr. Derwinski. 

Mr. Derwinski. Did I understand you correctly, sir, that at ore 
time you had your own productive milk herd? Is that correct? 

Mr. Denton. Up to 1945 we produced all of the milk that we sold. 

Mr. Derwinski. And from 1945 until approximately 1956 you 
started to purchase from other independent producers. 

Mr. Denton. We maintained the same volume, but as the business 
grew, we started buying directly from shippers. 

Mr. Derwinsk1. Independent shippers. 

Mr. Denton. That is correct. 

Mr. Derwinski. And apparently 2 or 3 years ago you, to use your 
words 

Mr. Denton. I should maybe say “‘forced”’ is a little strong. But 
we joined the Denver Milk Producers. 

Mr. Derwrnski. And a condition of which was that you give up 
your own herd. 

Mr. Denton. That was not a condition. But in order for us to 
be able to survive buying our milk from the Denver Milk Producers, 
we could not afford to have the milk that we produced thrown into 
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first, second, and fourth brackets. In other words, it was done on a 
percentage basis. If you produced part of your milk—say you pro- 
duced 25 percent of the total that you sold. According to the per- 
centage that your total bracket of your first and second and fourth 
bracket utilization, the 25 percent which you produced would be 
credited to each one of those brackets on a percentage basis. 

So if it were costing us, say $1.56 to produce our own milk, and we 
were only credited in the fourth bracket at 74 cents, we are losing 
money on our own production, as well as raising our price per 
hundredweight. 

Mr. Derwinski. Now, at the present time, in purchasing your 
milk from this producers organization, you paid an identical price 
in each of those brackets, as would the national firm? 

Mr. Denton. Yes. 

Mr. Derwinsxi. Then actually the cost of purchase to you is the 
same, regardless of your volume? 

Mr. Denton. Initially—except their average cost of butterfat 
pound would be lower if you averaged the cost of the first, second, 
and fourth brackets than ours, because we have little fourth bracket 
milk. 

Do I make myself clear on that? 

If you have 80 percent of your volume in the first bracket of milk, 
which costs the most, and just hypothetically 10 percent in the second 
bracket, and 10 percent in the fourth bracket—for 80 percent of your 
milk you are paying the top price. Whereas another dairy, say, 
would have an average of 33% percent in each of those brackets, his 
average cost per butterfat pound 1s going to be lower than ours would 
be. 

Mr. Derwinskxr. I see. Thank you. 

Mr. Steep. You do understand, I am sure, that under the milk 
producers program, that the problem of dealing with the surplus in 
fluid milk is taken care of, whereas if each company had to produce 
its own milk and depend on its own source of supply, that you could 
have s surplus situation that would work hardships. 

Mr. Denton. I realize that we have accrued many benefits because 
of belonging to the Denver Milk Producers. 

Mr. Steep. And in that regard, at least, it gives stability to the 
production market that is an advantage to the handler. 

Mr. Denton. That is correct. 

Mr. Steep. On behalf of the committee, I want to express our 
appreciation for your being here today and for cooperating with us in 
our research into this problem. We do appreciate your appearing. 

Mr. Denton. Thank you. 

Mr. MacIntyre. Mr. Chairman, we have available here several 
affidavits that were submitted to the committee. Of course, the com- 
mittee’s time will not permit hearing those people this morning, and 
for other reasons they will not be heard orally. Therefore, I would at 
this time like to read for the record the names of the people who pre- 
sented these affidavits and ask that each of the affidavits be entered 
of record as if the witness had appeared and testified orally. 

The first is an affidavit from Gold’n Pure Dairy, 5536 West Colfax 
Avenue, Denver, Colo., dated August 16, 1959. It is a one-page 
affidavit by Mr. Victor Peterson. And I ask that be entered. 

Mr. Streep. Without objection, it is so ordered. 
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(The affidavit referred to is as follows:) 


AFFIDAVIT 
Goup’N Pure Datrry, 
Denver, Colo., August 16, 1959. 
Representative THoMas STEED, 
Chairman, Dairy Subcommittee, 
House Select Committee on Small Business. 

The following are facts pertaining to the operation of the Gold’n Pure Dairy of 
Lakewood: 

1. During the price war of last October 1958, we had a total loss of $5,000 and 
a 40 percent decrease in our volume. We only regained 20 percent of that volume 
since that time. 

2. During the price war of July 1959, we had a total loss of $2,500 and a 15 
percent decrease in our volume of which 5 percent we have regained since that 
time. This represents a total loss of 30 percent of our total volume of a year ago. 

3. It is also a fact that in our dealing with the small independent grocers in 
our area, we have found two grocers who receive a 7 percent rebate from the 
national dairies operating in Denver, while the rest of the markets we deal with 
only receive a 5 percent rebate from these same dairies. 

4. It is also a fact that our dairy tried to make offers to two large grocery 
chains in the Denver area. One of them told us there was nothing interesting in 
our offer. 

5. Also another fact is that the large dairies dictate what the wholesale, retail, 
and home-delivery prices shall be. A large national dairy chain threatened last 
December to bring the gallon jug out on the market to bring on another price 
war if prices were not all standardized immediately on home delivery. 

All the facts contained in the above are true to the best of my knowledge. 

(Signed) Vicror PETERSON. 

Notarized by: 


[SEAL] J. Puiurep MAHONEY. 


Mr. Macintyre. We have an affidavit from Mr. James Gibson, Jr., 
of Gibson Dairy, Inc., Wheatridge, Colo., dated July 4, 1959. 

Mr. Streep. Without objection, that will be entered in the record. 

(The affidavit referred to is as follows:) 


AFFIDAVIT 
Gipson Darry, INc., 


Wheatridge, Colo. 
Hon. Tuomas STEEp, 


Chairman, Special Subcommittee 
House of Representatives, Washington, D.C. 

Dear Sir: Iam asmall independent retail dairyman, delivering milk in Denver 
and the suburbs. 

In October of 1958, the Beatrice Foods Co. felt that the small independent 
dairies were cutting in on their trade so they decided to stage a milk war through 
the supermarkets and their retail branch, the City Park-Brookridge Dairy, which 
is owned hy the Beatrice Foods, but which they try to make the public believe is 
still an independent dairy. 

The amount of milk sold by the small independent stations at that time, and 
still is about 4 percent of all the milk sold in Denver, but they claimed this was 
ruining their business, so this lasted for 2 weeks with the price getting as low as 
29 cents retail per half gallon and 24 cents at the store. 

Now at this time the National Dairies have all the supermarkets, and once 
again they feel they must have that 4 percent of the business that the small inde- 
pendent stations have, so they have lowered the price to 39 cents a half gallon 
at the supermarkets. 

The supermarkets claim they are still making money on it so the National 
Dairies that supply these supermarkets have reduced their selling price to them 
even if it means selling it at cost, or below, just to get the rest of the business in 
this area. 

We have had to reduce our price to cost or below in order to hold our trade, but 
we cannot stay in business very long at this rate, which would mean a loss of many 
thousands of dollars which we have invested, for it would be a total loss if we are 
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forced out; and being in the dairy business for over 30 years, and not knowing any 
other type of work, it makes a double hardship on me wondering how I am going 
to support my family. 

Your help and soopeeatine will be greatly appreciated. 

I, James Gibson, Jr., owner of the Gibson Dairy, believe the above statements 
to be true to the best of my knowledge. 

Subscribed and sworn to before me this 3d day of July 1959. 

Date: July 4, 1959. 


(Signed) James Gipson, Jr. 
My commission expires November 20, 1960. 


[sex] Mites H. Partin, Notary. 


Mr. Maclinryre. We have an affidavit dated July 3, 1959, from 
Mr. John R. Garrett, sales manager of the Royal Crest Dairy, Denver, 
Colo. I ask that that be entered in the record. It consists of five 


pages. er 

Mr. Streep. Without objection, that will be made a part of the 
record. 

(The affidavit referred to is as follows:) 


AFFIDAVIT 


Juiy 3, 1959. 
Hovuss SmMAuL Business CoMMITTEE. 

GENTLEMEN: Royal Crest Milk, Inc., was established in Denver in 1927, where 
it is now operating, and where it has continuously operated for 32 years, main- 
taining a very high standard of product and delivery service direct to homes in 
the area. It has never sold at wholesale, with the exception of an occasional 
small grocery store or social club. 

There has always been competition in the area, but the market was a very 
stable one until the advent of some large chainstores, beginning with the purchase 
of the Garden Farm Dairy by National Dairies a few years ago. Prior to that, 
as we recall, there had been the Safeway Stores and Beatrice Creameries, but a 
1-cent differential had been maintained between the retail delivery price per quart 
and that sold for cash at the markets. In addition to the above-mentioned chains, 
we now have the King Sooper, Millers Supermarkets (division of National Food 
Stores), Busleys, etc. 

After the above-mentioned entry of National Dairies (Sealtest) considerable 
disturbance occurred in the retail delivery field, with the chain dairies conducting 
procedures which undercut the business of the independents in many and devious 
ways, the while maintaining that their prices were the same as those of the inde- 
pendents. Often an arrangement was made to deliver items each week without 
charge, and often outright cuts in prices were made to obtain the business. Usu- 
ally, upon complaint to the chain involved, the procedure was denied, or attri- 
buted to the action of a deliveryman without the knowledge of the emplover, 
but the customers involved were frank to discuss the details with us and with 
the drivers. 

Also, about this time, the Government commissary at Lowry Field became a 
problem, which agency sells at cost, which cost is always at great variance from 
prevailing prices. For instance, before the current war began last week, the pre- 
vailing price on half gallons delivered was 49 cents, but the commissary price 
was 32 cents, meaning that a family having access to such commissary could buy 
- that a for 17 cents per half gallon less than they could have the same milk 

elivered. 

We are advised that in this area about 47 percent of the milk usage is delivered 
to the homes, which, we are also advised, is considerably in excess of the percent- 
ages elsewhere. 

This very uneasy, disturhing situation prevailed until on September 30, 1958, 
without previous knowledge being given so far as we know to any independent 
source, an advertisement appeared in the newspapers, as follows: ‘King Soopers 
brings milk price down—Kings Sooperb-Sealtest-Meadow Gold milk, half 
gallon 37 cents; gallon (2 half gallons) 73 cents.”” The current prevailing price 
in the stores at the time having been 47 cents. 

October 2, 1958, City Park-Brookridge (a subsidiary of the Meadow Gold 
Beatrice chain) distributed notices pricing their delivered half gallons at 37 cents, 
and the following day, October 3, we followed suit. 
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Subsequent advertisements appeared as follows: 

October 7, 1958—‘“‘Kings Sooperb milk; guaranteed richer than all other 
regular milk—Premium richness at lowest prices—Half gallon, 35 cents; 
gallon (2 half-gallon cartons) 69 cents.” * 

October 9, Busley’s Supermarkets advertised ‘All brands milk top quality 
grade A, half gallon, 29 cents.” 

October 10, 1958, after the above-mentioned City Park-Brookridge (Beatrice 
subsidiary) reduced its price for delivered half gallons to 31 cents, we did likewise. 

Thereafter, we were advised that the day after the prevailing warring prices 
were returned to normal by the retail dairies, Beatrice a (City Park-Brook- 
ridge) would restore its prices to what they had been before the disturbance begin- 
ning September 30. Our notices were put out October 13, 1958, and City Park- 
Brookridge went up the following day. 

From the inception of its business 32 years ago, this company had maintained 
a legitimate quantity discount system—automatically giving to its customers 
taking large quantities of milk a small reduction per quart. This discount system 
was a well-known part of our pricing structure, and was never used to undercut 
prevailing prices, and, as above stated, was given to any customer attaining a 
specified quantity. This became quite an issue. 

Thereafter, in open meeting attended by probably all of the dairies in the 
Denver area—chains and independents—it was frankly discussed that everything 
had to be straightened up or the chain distributors would bring gallon jugs into 
the market. In particular, the discounts would have to be abandoned. City 
Park-Brookridge had purchased jug equipment, and would certainly use it if the 
discounts were not immediately terminated. Now, gallon jugs are very unde- 
sirable forms—awkward to handle, expensive to put up, terrific loss in spillage 
and against the city ordinance to handle within the city limits, to say nothing of 
the investment incident to handle that type of package. Accordingly, all dis- 
counts were eliminated, and almost without exception the business lost went to 
the stores. The gallon jugs were withheld from the market, but this company, 
feeling that the item would always remain a threat, purchased jug equipment of 
its own to use should it become necessary to do so to protect its business. 

Matters were reasonably quiet until fairly recently. The chain operators, who 
had raised such objection to our clearly defined discount system—labeling it just 
a way to cut a price—began advertising in the stores various giveaway items such 
as a quart of orange juice with milk purchases for 5 cents, a free quart of butter- 
milk with a half gallon milk purchase, etc. 

Thereafter, on June 25, 1959, without warning, the present price war erupted 
with an advertisement by the same King Soopers (which company had sparked 
the first war) stating: ‘‘New Regular price half gallon, 39 cents’’ (italics theirs). 
On June 26, City Park-Brookridge (Beatrice) distributed notices pricing delivered 
half gallons at 41 cents and quarts at 21 cents, and the following day this company 
followed suit. 

Millers Super Markets (division of National Food Stores) had an advertisement 
under date of July 1 stating: ‘‘Milk, Top Taste or Meadow Gold, big one-half 
gallon, 39 cents; Denver area only.”” Under date of June 27, City Park-Brook- 
ridge (Beatrice) advised this company that they were going to distribute gallon 
jugs at 79 cents beginning June 29—such distribution being, of course, in direct 
violation of their arrangements to withhold them if all discounts were discontinued. 

We are reliably informed at this time, and believe, that it is the intention of the 
chain dairies to “fight the matter in gallon jugs.” 

In conclusion: 

It is the judgment of this company that an unmistakably clear pattern is shown 
that the large chainstores wish to destroy the retail milk delivery business—repre- 
senting, as hereinbefore mentioned, 47 percent of the business, in support of which 
contention we cite the advertisements indicating that the large chainstores initiate 
the price reductions, We also cite the insistence upon discontinuance of dis- 
counts, resulting in diverting of business from independent dairies to the stores, 
and of business of the chain delivery dairies to a source which they prefer to 
serve, i.e., the cash-carry stores, and immediately after such purpose is effected 
the injection into the market of the gallon jugs in violation of a covenant not to 
do so. We also again refer to the fantastic difference in the commissary price 
and the prices at not only wholesale but retail of dairies vending to that source— 
mostly the chains. 

All of this activity we feel is designed to accomplish the prrpose of imposing 
hardship upon the competing independent dairies, and in the instance of this 
company, the loss to which we are being subjected is very substantial, and we 
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cannot long continue to meet the prices now current. Our deliverymen are being 
subjected to very great hardship also in the reduction of their wages which are 
mostly commission, but we feel that we have an obligation to our patronage, 
built up over a period of many years, to go as far as we can in seeing that they 
are not penalized by patronizing us. 

We very respectfully direct your attention to the urgency of the situation, and 
relief from a burden which we cannot long continue to bear, and one which is 
most unnecessarily being inflicted upon the independent dealers in this community. 

Respectfully submitted. 

J. R. Garret. 
State or Conorapo, 
City and County of Denver, ss: 

I, John R. Garrett, being first duly sworn, state that the foregoing statement, 

to the best of my knowledge and belief, is correct. 


JoHN R. GaRRErt. 
Subscribed and sworn to before me this 3d day of July, 1959. 


My commission expires March 19, 1960. 


Mary Lou GARRETT, 
[SEAL] Notary Public. 


Mr. MacIntyre. I have an affidavit fom Mr. W. R. Hogue, 
manager and part owner of the Goodrich Dairy, Englewood, Colo 
It is signed July 6, 1959. I ask that it be entered of record. Itisa 
two-page affidavit. 

Mr. Steep. Without objection, that will be made a part of the 
record. 

(The affidavit referred to is as follows:) 


AFFIDAVIT 
STATE oF COLORADO, 
Arapahoe County, ss: 


W. R. Hogue, of lawful age, being first duly sworn, upon oath deposes and says: 

That he is manager and part owner of Goodrich Dairy, Englewood, Colo., and 
has been engaged in the manufacture and retail sale of milk and milk products as 
such for more than 5 years last past. 

That he gives the following affidavit for the confidential information of the 
investigating staff, House of Representatives, Small Business Committee, for the 
purpose of assisting said committee in their investigation in the Denver metro- 
politan area. 

In respect to ice cream sales: 

Swift & Co. served chain drugstores with ice cream at such a price that the 
retail chain drugstores in the Denver metropolitan area were enabled to sell ice 
cream at 59 cents per one-half gallon carton every weekend; the national chain 
stores in the Denver metropolitan area sell one-half gallon carton packages of ice 
cream at 49 cents, 59 cents, or 69 cents. The regular price is 98 cents per half 
gallon. The chainstore source of supply is Beatrice Foods, Fairmont Foods, 
National Dairies, Carnation Co., and Regal Ice Cream Co. 

In respect to sales of milk: 

Fairmont Foods Co. supplied half gallons of milk which were sold at Busley 
chainstores at 47 cents per one-half gallon plus 1 quart of milk free. The following 
week Fairmont Foods Co. supplied Busley with one-half gallon of milk which 
sold for 47 cents per one-half gallon coupled with a 12-ounce package of cottage 
cheese free with each purchase. This practice of coupling giveaways with one- 
half gallons of milk at this price spread to all of the chain food stores in this area, 

On or about June 25, 1959, Nhing Soopers markets cut the price of one-half 
gallons of milk from 47 cents to 39 cents, retail selling prices, and all of the chain- 
stores followed suit. Beatrice Foods, through their subsidiary City Park— 
Brookridge, immediately cut retail prices on half gallons of milk to 41 cents from 
their prevailing 49-cent price and in addition initiated gallon distribution at 
79 cents a gallon, retail route delivered price. Gallon jugs of milk are not per- 
mitted in the city and county of Denver due to a local ordinance, and the gallon 
jugs of milk are distributed in the outlying areas of Arapahoe, Adams, and 
Jefferson Counties. 
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The above items have all occurred in this area within the last 2 or 3 months. 

The committee should further consider the fact that we as independent dairy 
business operators had only a short respite from the previous price war and price 
cutting which terminated in about October 1958 during which the one-half 
gallon milk prices were forced as low as 25 cents per half gallon. The business 
losses inflicted upon our dairy business by reason thereof were in the process of 
being recouped when this most recent price-cutting war by the large operators 
has now again jeopardized our operation. 

Respectfully submitted. 

W. R. Hocus, 
Manager and Part Owner, Goodrich Dairy. 
Subscribed to and sworn to before me this 6th day of July 1959 by W. R. Hogue. 
Witness my hand and seal. 
Rosert H. Cioss, 
[SEAL] Notary Public. 
My commission expires December 1, 1960. 


Mr. MacIntyre. I have an affidavit from Mr. Stanley A. Harwood, 
Purity Creamery Stores, 500 Grant Street, Denver, Colo. It is signed 
July 3, 1959. I ask that it be entered of record. It is a two-page 
affidavit. 

Mr. Streep. Without objection, it will be made a part of the record. 

(The affidavit referred to is as follows:) 


AFFIDAVIT 





Purity CREAMERY STORES, 
Denver, Colo., July 8, 1959. 
Hon. Tuomas STEED, 
Chairman of Special Subcommittee of the House Committee on Small Business, 
House of Representatives, Washington, D.C. , 


Dear Mr. Steep: The Purity Creamery is a family partnership started about 
35 years ago here in the city of Denver, Colo. Through the years we have been 
able to grow in the milk and ice cream business until the last 8 or 9 years. 

We are now facing unfair competition from the national chains of food stores 
and national dairy chains in the following manner: 

As an example, June 25, 1959, the King Soopers Markets of this city dropped 
the price of one-half gallon of milk to 39 cents. The King Soopers Markets are 
supplied their milk by the Sealtest Co., a national dairy chain. Now 39 cents 
for a one-half gallon of milk is our cost without counting delivery or sales expense 
to our stores. 

We feel that we can compete with any company locally that sells only milk and 
ice cream, but when a company uses their 6,000 to 7,000 other items to knock us 
out of the dairy business, this is unfair competition. Or when a national chain 
uses the profits from other parts of the country to destroy the locally owned 
company such as ourselves. 

Have we been hurt by this unfair competition? We certainly have. In 1947 
we had 8 stores and today we have 21 stores, but our manufacturing and process- 
ing of ice cream and milk has not increased. In other words our 21 stores are 
not selling any more ice cream and milk than when we had 8 stores. During 
these same years the populition increase in and around Denver has been about 
200,000 which should have caused a growth in dairy sales also. 

At the present time three grocery chains: Furr Markets, Miller Super Markets, 
and King Soopers Markets, are selling ice cream at 59 cents or less per half gallon 
in this market. Again this is cost or below. 

The trend is for the large nationwide chains to buy out or destroy local dairies 
and creameries. Soon there will be no locally owned business in our land. Then 
our children will be working for a few large national chains with a number on his 
shirt. The country of Cuba is witnessing this very thing today. 

America has been great because of its great middle class, and the opportunity for 
every young man to go into business for himself. Unless something is done soon, 
we will all be working for a few large national chains. 
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We appeal to you and to your committee as our only hope to combat this great 
threat in America. Your efforts to correct these unfair practices will be greatly 
appreciated. 
Yours very truly, 
Stantey A. Harwoop. 
State oF CoLoRapo, 
City and County of Denver: 


The foregoing instrument was acknowledged before me this 3d day of July 1959 








Witness my hand and official seal. 


[SEAL] Mitton E. Sent, 
My commission expires March 27, 1962. 


Mr. MacIntyre. That is in the list of the affidavits, Mr. Chairman. 

Mr. Strep. Is Mr. Henritze here. 

Will you please identify yourself for the record. 

Mr. Henritze. My name is T. W. Henritze. I am the division 
manager of the Safeway Stores in the Denver division, retail. 

Mr. Sreep. Raise your right hand, please. 

Do you swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Henrirtze. I do. 


TESTIMONY OF T. W. HENRITZE, DIVISION MANAGER, SAFEWAY 
STORES, DENVER DIVISION, RETAIL, DENVER, COLO. 


Mr. MacIntyre. Mr. Henritze, I believe you have stated you are 
district manager for Safeway Stores in this area. 

Mr. Hennritzr. Division manager, of the retail. 

Mr. MacIntyre. Of the retail sales. 

Mr. Henrirze. Yes, sir. 

Mr. MacIntyre. How long have you been so engaged? 

Mr. Henritzs. I was made division manager in November 1935. 

Mr. MacIntyre. In that capacity, you have knowledge of the 
prices at which Safeway Stores in this area sells milk? 

Mr. Henritze. The retail prices? 

Mr. MacIntyre. Yes, sir. 

Mr. HenriTze. Yes, sir. 

Mr. MacIntyre. And you also have knowledge of the prices which 
= is charged by the Safeway Co. for the Lucerne milk that 
it sells! 

Mr. Henritze. Yes, sir. That is to the retail stores. 

Mr. MacIntyre. Yes, sir, to the retail stores. 

Mr. Henritze. Yes, sir. 

Mr. MacIntyre. You were asked to be prepared to supply the 
committee, I believe, with a list of the prices paid by the stores, and 
a list of the prices at which the stores have been making sales of milk 
in the Denver area. 

Did you bring that with you? 

Mr. Henritze. I did. 

Mr. MacIntyre. I wonder if you would supply that to us. 

Now, this tabulation of prices you have furnished shows the date 
of each of the changes in price, I believe. 

Mr. Henrirze. Yes, sir. 

Mr. MacIntyre. And the Blossom Time half-gallon price is on 
milk of what butterfat content? 
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Mr. Henritzz. That is 3.3. 

Mr. MacIntyre. 3.3. What about the butterfat content of the 
Lucerne half gallon? . 

Mr. Henrirze. 3.8. 

Mr. MacIntyre. The price that you put at 39 cents was on 
Blossom Time, and you show a price to you of 33.72, as of June 22. 

Mr. Henritze. June 25. 

Mr. MacIntyre. June 25—I’m sorry. Now, where is the dock 
to which reference is made there? 

mm! Henritze. That is at the milk plant, Lucerne milk plant, 
enver. 

Mr. MacIntyre. And it was necessary for the Safeway Co. to 
pick that milk up in the package there and deliver it to the stores? 

Mr. Henritzs. Yes, sir. That is the retail—we do that. 

Mr. MacIntyre. That was a part of your retail operation. 

Mr. HenriTze. Yes, sir. 

Mr. MacIntyre. Do you know anything about the cost to you of 
—- deliveries of milk from that dock to your stores per half 

allon? 
' Mr. Henritze. Well, it would be a guess on my part. I know 
about what it costs to all commodities that we deliver. 

Mr. MacIntyre. What would be your best judgment as to the 
cost per half gallon? 

Mr. Henritze. I would say it would cost 5 percent of this dock 
price. 

Mr. MacIntyre. Five percent of the dock price. 

Mr. Hewnritze. Yes, sir. 

Mr. MacIntyre. And in terms of a half gallon, that would be 
better than 2 cents per half gallon, would it not? 

Mr. Henritze. That is right. 

Mr. MacIntyre. So by the time it was placed on the shelves in 
your stores, or in the cabinets in your stores, you would have a price 
of approximately 36 cents. 

Mr. Henritze. Well, there are a lot of other costs to that. In 
other words, you have got some breakage. Then when you deliver 
this milk to the store, you have got to have refrigeration sufficient to 
take care of it. And that is added cost also. And the handling of it 
from the store to the display stand is also a cost. So this price is 
only for the milk. 

Mr. MacIntyre. So all of those factors would run your cost on 
that half gallon of milk to approximately what, do you think? 

Mr. Henrirze. That wed be a guess on my part. Do you want 
me to guess? 

Mr. MacIntyre. If you please. 

Mr. Henrirze. I would say at least 10 percent. 

Mr. MacIntyre. That would approximate the sales price, wouldn’t 
it—the total. 

Mr. Henrirze. No. That would be added to ycur cost. 

Mr. MacIntyre. I know. But when it is added to the cost, the 
total would approximate the sales price as of June 25, on the 3.3 milk. 

Mr. Henrirze. We sold on June 25 at 39 cents. 

Mr. MacIntyre. Yes, sir. But the total cost of this 3.3 milk would 
be approximately 39 cents, then, wouldn’t it? 

Mr. Henrirzez. I have not figured it out. 
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Mr. MacIntyre. Do you think it would be in excess of 39 cents? 
Mr. Henrirze. I don’t think so. But on top of that, you have got 
other expenses. You have got your operating expenses, you have got 
your rent, you have got your labor, and the operation of the store. 
fou cannot just have the expense of the milk itself and the delivered 
cost. 

Mr. MacIntyre. And what do you consider all those expenses to 
be in relation to the sales dollar? 

Mr. Henritrze. Well, I would say it costs at least 16 percent to 
operate retail. That is a guess. 

Mr. MacIntyre. Well, when all of those expenses are put together, 
the cost of this 3.3 milk to you exceeded 39 cents as of June 25, did it 
not? 

Mr. Henrirze Yes, absolutely. 

Mr. MacIntyre. So the 39-cent price of 3.3 milk was actually 
below your overall cost. 

Mr. Henritze. Of milk and operation; yes. 

Mr. MacIntyre. Yes, sir. 

Let us now direct our attention to the Lucerne half gallon, 3.8 
milk. That milk cost you on the dock approximately 38 cents a half 
gallon; didn’t it? 

Mr. Henrirze. Yes, sir. 

Mr. MacIntyre. And your delivery cost was approximately 2 cents 
per half gallon. 

Mr. Hennritze. Yes. 

Mr. MacIntyre. And your total operating cost would have raised 
that considerably above 40 cents per half gallon, would it not? 

Mr. Henritze. How much? 

Mr. MacIntyre. Considerably above 40 cents per half gallon. 

Mr. HewnriTze. Yes, sir. 

Mr. MacIntyre. In other words, you see no way that would 
permit you to sell that milk at 40 cents or less per half a gallon and 
still meet all of your costs, do you? 

Mr. Henritze. No. We didn’t sell it, either. 

Mr. MacIntyre. Your price was 47 cents a half gallon. 

Mr. Henrirze. Yes, sir. We met the competition of 39 cents on 
Blossom Time. ; 

Mr. MacInryre. But you met that with a 3.3 milk. 

Mr. Henrirze. That is correct. 

Mr. MacIntyre. As you testified, that was below your cost of 
operations, when you include all of your costs. 

Mr. Henritze. That is right. 

Mr. MacIntyre. Now, I want to ask you about the “Denver Post 
Consumer Analysis.” You are acquainted with that, are you not? 

Mr. Henrirze. Yes, sir. 

Mr. MacIntyre. Are you acquainted with the figures appearing 
therein concerning the share of the market enjoyed by Safeway in 
the sale of milk? 

Mr. Henrirze. I think that what I have in mind is the total 
business. I don’t remember the milk report. 

Mr. MacIntyre. On page 24 of the report, it shows that during 
1959 Safeway, through the Lucerne brand, enjoyed 32.3 percent of 
the market. Do you recall that figure? 

Mr. Henrirze. Yes. 
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Mr. MacIntyre. Do you regard that figure as being accurate, or 
approximately so? 

Mr. Henritze. That I don’t know. I have no way of knowing. 

Mr. MacIntyre. Do you have any reason to believe that this 
report of the Denver Post is inaccurate in any respect? 

Mr. Henrirze. I think it is a little high. I do not think we 
have that. 

Mr. MacIntyre. It shows Lucerne to enjoy 24.3 percent of the 
market in cottage cheese. Do you think that that would be approxi- 
mately correct? 

Mr. Henritze. That is not far wrong. 

Mr. MacInryre. It shows Lucerne, for the year 1958, with 28.9 
— of the market in milk. Would that be about correct, as you 
recall? 

Mr. Henrirze. That is nearer than the other one. 

Mr. MacIntyre. You don’t think you increased your 1959 share 
to 32.9? 

Mr. Henritze. We have increased our volume. But I do not 
think we have increased our percentage of taking in the increase in 
population. 

I think we are just about holding our own. 

Mr. MacIntyre. In other words, your volume increased, but it is 
not your view that you increased your share of the market up to 
32.9 percent. 

Mr. Henritze. No—that is correct. 

Mr. Maclnryre. In addition to the Lucerne milk, and your 
Blossom Time brands, do you handle any others through your stores? 

Mr. Henritze. We do in different parts of our territory. It depends 
entirely a whole lot on the space that we have to display the milk. 

Mr. MacIntyre. Do you handle other milk in the Denver market? 

Mr. Henritze. The city of Denver? 

Mr. MacIntyre. Yes, sir. 

Mr. Henritze. Only Lucerne and Blossom Time. 

Mr. MacIntyre. That is milk, of course, packaged under those 
brands of Safeway for Safeway. 

Mr. Henrirze. That is right. 

Mr. Macintyre. By whom? 

Mr. Henrirze. By—who is it packaged by? 

Mr. MacIntyre. Yes, sir. 

Mr. Henrirze. By our dairy department, milk section of the 
Safeway stores. 

Mr. MacIntyre. In other words, the processing and packaging is 
done by Safeway. 

Mr. Henrirze. That is right. 

Mr. MacIntyre. Does that packing and processing department of 
Safeway sell to any outlets other than the Safeway stores? 

Mr. Henrirze. That I don’t know. 

Mr. MacIntyre. You have no knowledge of any other sales? 

Mr. Henrirze. No; it is not under my supervision. 

Mr. MacIntyre. And you do not know the source of milk, do you? 

Mr. Henrirze. No. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Steep. Mr. Derwinski. 
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Mr. Derwinski. When you speak of the Safeway division you 
represent, is this just Denver proper? 

Mr. Henrirze. No; it is part of six States. 

Mr. Derwinski. Then, to follow out the discussion we just had 
about your Blossom Time brand on June 25, when you were selling 
Blossom Time at 39 cents per half gallon in Denver, what were you 
selling it, say, in one of the other States in your division? 

Mr. Henrirze. Our entire pricing of milk is that we get the prevail- 
ing price of our competitors. We never cut the price at any point 
on milk products. For instance, if you take Greeley—if the price 
would be 45 cents, we would sell it 45 cents. We never cut. 

Mr. Derwinsk1. All you are doing is endeavoring to match your 
competitor. 

Mr. Henrirze. Yes, sir—milk is one thing where we let the com- 
petitor set our price. 

Mr. Derwinsk1. So theoretically, then, if your competitor in 
Denver should raise the price of his milk now to 79 cents per half 
gallon, you would match the 79 cents. 

Mr. Henrirze. No; I don’t think we would. In fact, I don’t 
think that would ever happen, because competition would not let that 
happen. 

Mr. DerwinskI. I realize that. 

Some of the competitors which you have in Denver you probably 
share competition with in other areas of your district—for example, 
say Pueblo. Now, why do you have the competition problem in 
Denver and not in Pueblo, where you have the same competitors? 

Mr. Hewnrirze. Well, that I don’t know. I don’t know the action 
of what causes my competitor to have a different price. I would take 
it, if you wanted me to give you my idea—it would be that the majority 
of the merchants in the other town have set the price, and that com- 
petitor that I have in Denver, in the other town, is doing about the 
same thing as we are doing—taking the prevailing retail price. 

Mr. Derwinskt1. In other words, your competitors saw fit to alter 
the price in Denver, and he did not do so in Pueblo. 

Mr. Henrirze. I didn’t get that exactly. 

Mr. Derwinsk1. I was using Pueblo as an example, to compare the 
prices in Pueblo with Denver. This competitor who forced you to 
alter your price in Denver did not present the same pressures in 
Pueblo. 

Mr. Henritze. Yes—if he is a big competitor and he cuts the price. 
For instance, if the price was cut to 39 cents for a half gallon in Pueblo, 
we would have met that. We try to keep ourselves competitive. 


Mr. Derwinsk!. But it is your position that you never instigate 
the competition. 


Mr. Henritze. Never. 
Mr. Derwinski. Now, would your competitor have an opposite 
opinion? 
Mr. Henrirze. I don’t think he would. 
Mr. Derwinsxki. Thank you. 
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Mr. Steep. You said the operations you supervise cover part of 
six States. Does the processing plant for Blossom Time and Lucerne 
in Denver serve all this same territory that you supervise? 

Mr. Henrirze. Not all of it. There are some towns in which there 
is a city ordinance that we cannot comply with and we cannot supply 
that milk. But all others—1 think there are only about five or six 
different points that we do not supply that milk. 

Mr. Streep. Does any of the milk processed in your plant here in 
Denver go outside the State? 

Mr. Henritze. Yes, sir. 

Mr. Steep. Could you tell us areas to which Lucerne milk is shipped 
from the Denver plant? 

Mr. Henrirzs. Well, we have stores in Wyoming—that is about 
half of Wyoming that we supply the milk to the stores. And the 
Black Hills of —1 was going to say the Black Hills of South Dakota, 
but 1 don’t believe we go in South Dakota. We do in the western 
part of Kansas. 1 have got three stores in this division there. And 
New Mexico—1 think we supply some of our stores in New Mexico. 
In fact, I know we do. And all of Colorado, except the western slope 
territory. 


Mr. Steep. That would be supplied by one of your divisions 
elsewhere? 

Mr. Henritze. No, we handle it in Grand Junction district—the 
majority of the part of Grand Junction district—by local milk. 

Mr. Sterep. Not processed by your company. 

Mr. Henritze. No. 

Mr. Streep. Do you have any of your territory served by local 
milk other than these four or five points you mentioned, where the 
city ordinance posed a problem? 

Ar. Henritze. I don’t believe I understand that. 

Mr. Streep. I mean the Safeway Stores under your supervision in 
this territory, the division you are in charge of, are all those stores 
supplied by your own milk, or do some of them use local milk? 

Mr. Henritze. I would say 90 percent of our country locations that 
we do serve our own milk do carry other brands of milk also. 

Mr. Steep. Do you have any other questions, Mr. MacIntyre? 

Mr. MacIntyre. No questions. 

Mr. Streep. Mr. Henritze, on behalf of the committee I want to 
express our appreciation to you, sir, for coming here today and 
cooperating with us. I am sorry you had such a long wait this morn- 
ing before we got to you. We know you are a busy man, and we 
appreciate your cooperation very much. 

Mr. Henrirtze. I appreciate the opportunity, and hope I can be of 
some assistance to you. 

Mr. Steep. You have been, sir. 

Mr. Henritze. Thank you. 

Mr. MacIntyre. Mr. Chairman, I would like to ask at this time 
that this tabulation that was presented by Mr. Henritze be made a 
part of the record of his testimony and be copied into the record of 
his testimony by the reporter. 

Mr. Steep. Without objection, it will be so included. 
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(The tabulation referred to is as follows:) 


Safeway Stores, Inc.— Milk store costs, 1959 


Date Dock price Retail 
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Mr. Steep. Is Mr. E. E. Miller present. 

Mr. Miller, would you please identify yourself for the record. 

Mr. Miturer. My name is E. E. Miller. I am the division manager 
of Miller Super Markets, Division of National Tea Co. 

Mr. Steep. Raise your right hand, please. Do you swear the 
testimony you are about to give is the truth, the whole truth and 
nothing but the truth, so help you God? 

Mr. Mituser. I do. 

Mr. Strep. Mr. Miller, if you will be seated there, please, we have 
some questions we would like to propound to you. 


TESTIMONY OF E. E. MILLER, DIVISION MANAGER, MILLER SUPER 
MARKETS, DIVISION OF NATIONAL TEA CO., DENVER, COLO. 


Mr. MacIntyre. Mr. Miller, how long have you served in your 
present capacity? 

Mr. Miuuer. I have been here since May of 1957. At that time 
the National Tea Co. purchased the Miller Super Markets. 

Mr. MacIntyre. In other words, you have been manager, or divi- 
sion manager, of the Miller Super Markets only since the National 
Tea has owned it. 

Mr. Miuuer. That is correct, sir. 

Mr. MacIntyre. As a result of your duties, do you have knowledge 
of the prices at which the Miller Super Markets have been selling 
milk at retail? 

Mr. Miter. I do, sir. 

Mr. MacIntyre. And also do you have knowledge of the prices 
that Miller Super Markets pay for that milk? 

Mr. Miter. I do, sir. 

Mr. MacIntyre. Do you have that information with you, so that 
you may furnish it to us? 

Mr. Miter. I do—in very rough form, sir. I was out of my office 
on Friday when this subpena came in, but I do have a pencil copy 
which I would be happy to give to you. 

Mr. MacIntyre. I wonder if you would read the prices first— 
first the dock price on half-gallon paper paid by Miller Super Markets 
for milk. 

Mr. Miter. At today’s prices we are 43 cents per one-half gallon. 

Mr. MacIntyre. That is at the dock? 

Mr. Miter. That is delivered to our stores. 

Mr. MacIntyre. Delivered to your stores. 

Mr. Miuter. That is: 
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Mr. MacIntyre. That is what? 

Mr. Miter. Forty-three and one-half cents. 

Mr. MacIntyre. How long have you been paying that? 

Mr. Miuurer. We have been paying that now since August 5, 1959. 

Mr. MacInryre. What was the price on August 4? 

Mr. Miuuer. The price on August 4, cost price, was 36 cents. 

Mr. MacIntyre. And for how long did that prevail? 

Mr. Mituier. That price was effective on June 25, 1959. 

Mr. MacIntyre. What was the price prior to the date of June 25? 

Mr. Mruter. The price at that time, and back as far as I have 
knowledge, was 43 cents. 

Mr. MacIntyre. Now, you speak of these prices—43% until June 
25, and then 36 from June 25 to August 4, 43% cents thereafter. Are 
those the prices you actually paid or did you receive some discount 
from those prices? : 

Mr. Mituer. There is a quantity discount other than that that is 
a sliding scale that the buyers in our organization handle, and I do 
not have those at this time, sir. 

Mr. MacIntyre. You are not acquainted with the terms and con- 
ditions of the purchase of milk in your organization? 

Mr. Mituier. Not when it comes down to the fine point; no, sir. 

Mr. MacIntyre. Do you have any knowledge at all of the amount 
of that quantity discount? 

Mr. Mixuer. I would hate to guess. It would only be a guess if 
I made it. I would rather not say. 

Mr. Macintyre. What is your best judgment as to what the guess 
should be? 

Mr. Miuuier. Well, somewhere between 5 and 10 percent. 

Mr. Macintyre. Running up to 10 percent? 

Mr. Miuuer. Yes, sir. 

Mr. MacIntyre. On what quantity? 

Mr. Miuuer. Well, that I cannot answer— the quantity. 

Mr. MacIntyre. From whom were these purchases made at these 
prices? 

Mr. Miuuer. These were made from Sinton Dairies, Meadow Gold 
Dairies. 

Mr. MacIntyre. From whom? 

Mr. Miuuer. Sinton Dairies, Colorado Springs; Meadow Gold 
here in Denver; various other dairies in Wyoming who we deal with 
also. 

Mr. MacIntyre. What dairies in Wyoming did you have milk 
delivered from? 

Mr. Miuuer. I cannot answer that, sir. 

Mr. MacIntyre. Did you sell that milk in Denver? 

Mr. Miuusr. No, sir. 

Mr. MacIntyre. Where was it sold? 

Mr. Miuuer. In Wyoming only, in Cheyenne. 

Mr. Macintyre. Well, now we are speaking about the milk sold 
in the city of Denver. From whom did you purchase it? 

Mr. Mituer. That was purchased from Meadow Gold Dairies. 

Mr. MacIntyre. And at the prices you have indicated? 

Mr. MI.ueEr. Yes, sir. 

Mr. MacIntyre. Now, will you read the prices, an account of the 
prices at which you sold half-gallon paper, commencing June 25. 
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Mr. Mitter. Well, prior to June 25 our retail price was 47 ceats 
per one-half gallon. 

Mr. MacInryre. Commencing June 25 what was it? 

Mr. Mitier. On June 25, one of our competitors came out—that 
was a Thursday morning—came out with a price of 39 cents per one- 
half gallon, and we immediately changed our price to 39 cents per 
one-half gallon, remained at 39 cents per one-half gallon until August 
5, and then it reverted back to 47 cents per one-half gallon. 

Mr. MacIntyre. What butterfat content is this milk which you 
sold at these prices? 

Mr. Miter. Well, I feel sure that it is 3.8 butterfat content. 

Mr. MacIntyre. What brand of milk? 

Mr. Mitier. The brand name is Meadow Gold, and also Top 
Taste label. 

Mr. MacIntyre. Who packaged the Top Taste? 

Mr. Mruter. The Meadow Gold Co. 

Mr. MacIntyre. They packaged and sold you both brands? 

Mr. MiLuer. Yes, sir. 

Mr. MacIntyre. Did they tell you what the butterfat content was? 

Mr. Mituer. I am sure they have; yes, sir. 

Mr. MacIntyre. And what did they tell you? 

Mr. Miter. It is 3.8 in quantity. 

Mr. MacIntyre. And you market it as 3.8 in your sales? 

Mr. Miter. Yes, sir. 

Mr. MacIntyre. Now, at what prices were you selling milk in the 
period from June 25 to August 4 in markets other than Denver? 

Mr. Miuer. Well, they varied in various markets. In other 
words, we were competitive with our competition. 

Mr. MacIntyre. What about Colorado Springs? 

Mr. Miter. Colorado Springs, I believe, was the same prices as 
we had in Denver. 


Mr. MacIntyre. And changed by the same amount each time that 
you changed in Denver? 

Mr. Miiuer. Approximately, yes. I think they changed 3 or 4 
days ahead of the change here in Denver. 

Mr. MacIntyre. What is the price today in Colorado Springs? 

Mr. Miiuer. To my knowledge, it is 47 cents retail. 

Mr. MacIntyre. The same as Denver. 

Mr. Miituer. Yes. 

Mr. Macintyre. What about your Wyoming prices when your 
price here was 39 cents? 

Mr. Mriiter. | cannot answer that, sir. 

Mr. MacIntyre. Those stores there are under your supervision? 

Mr. Miter. Yes, sir. 

Mr. MacIntyre. But you do not know what the price of milk was. 

Mr. Mituer. I do not set the price on the milk. We have buyers 
and a sales manager that does that work, sir. 

Mr. MacIntyre. Who determined the 39-cent price for Denver? 

Mr. Miuier. Well, I was brought in on it. I was in the office on 
the morning that it happened. And we don’t ask questions on some- 
thing as competitive as the milk is. We meet the competition, 
never going below it. 

Mr. MacIntyre. Are you prepared to testify this morning that the 
difference between 36 cents and 39 cents for a half gallon of milk in 
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paper containers covered all of your costs, in the handling and the 
sale of that milk through the Miller Super Markets? 

Mr. Miucer. Well, other than cost.of rent, refrigeration, cost of 
store help in selling the milk, which is normal, which we maintain at 
all times. 

Mr. MacIntyre. Well, would it have covered all of those costs 
for you—its proportionate share? 

Mr. Miter. Proportionately, yes. 

Mr. MacIntyre. In other words, you do not need but about 6 or 
8 to 10 percent margin to cover your costs in your operation of the 
Miller Super Markets. 

Mr. Miuuer. I misunderstood your question. What I meant to 
say was the cost of selling milk at 47 cents to us is no greater than it 
is—a retail price of 47—it doesn’t cost any more to sell it at 47 than 
it does at 39 to us. 

Mr. MacIntyre. I know now you did misunderstand me. 

I was speaking about your cost of 36 cents for milk and your sale 
at 39. My question was: Did the 3 cents cover all of your costs of 
operation and sales for a half gallon of milk? 

Mr. Mi.uer. Approximately. In other words, we have possibly a 
15-percent operating cost. 

Mr. MacIntyre. Three cents doesn’t make 15 percent, though. 

Mr. Miuuer. Well, it is not too far from it, is it, sir? 

Mr. MacIntyre. Well, would you consider that to be below your 
cost, if the milk should have carried its proportionate share of your 
cost? 

Mr. MILter. It would be; yes, sir. 

Mr. MacIntyre. It would have been below your cost. 

Mr. Miuter. I am sure that it would have. 

Mr. MacIntyre. You are acquainted with the Denver Post 
“Consumer Analysis” of the market here, are you? 

Mr. Miter. Yes, sir. 

Mr. MacIntyre. And you have noted figures in there attributed 
to the share of the market enjoyed by your company? 

Mr. Mituer. Yes, sir. 

Mr. MacIntyre. Do you consider them accurate? 

Mr. Miter. Fairly accurate; yes, sir. We will accept them. 

Mr. MacIntyre. 1] have no further questions. 

Mr. Steep. Mr. Derwinski. 

Mr. Derwinski. Would you care to tell us, Mr. Miller, which of 
your competitors started this milk price war in Denver? 

Mr. Miuuer. On the morning of Thursday, June 25, King Soopers 
announced the reduction in price. 

Mr. Derwinsxt. In other words, in this area they were the specific 
cause of your price reduction. 

Mr. Miuuer. That is correct. 

Mr. Derwrnsxr. Now, to take Mr. MacIntyre’s figures for just a 
moment, calculating rapidly, prior to the price war you were paying 43 
cents per half gallon of milk and selling it at 47. There was a 4-cent 
markup. In the process of adjusting to the price war, your markup 
was decreased to 3 cents. 

Mr. Miter. Right, sir. 

Mr. Derwinskr. Then your statement is quite similar to the state- 
ment given us by the previous witness, in that in effect you have told 
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us that you automatically meet the price competition, regardless of the 
effect or the cause, is that correct? 

Mr. Miter. That is correct. 

Mr. Derwinski. Now, by the same token, this would apply in 
Colorado Springs, in Boulder? 

Mr. Miter. Any place we operate; that is correct. 

Mr. Derwinsk1. I see. But would you tell us it is your policy that 
your firm does not instigate these price wars—you merely follow them? 

Mr. Miuier. On anything like this, definitely, we do not instigate 
it. We do follow competition on any major commodity that is used 
in the household. 

Mr. Derwinskt. Is it your policy merely to match the competition, 
or do you ever improve on the price war once it is started? 

Mr. Miter. We have never improved on it, shall we say, for any 
length of time, or anything of that sort. In other words, we do have 
specials, week-end specials, all of our competition does. But when 
we have a regular set price, an every-day price, we pretty well go 
along with the area wherever we operate. 

Mr. Derwinski. Do you feel that your volume is such that the 
length of the price war wouldn’t affect the status of your entire opera- 
tion? A specific price war, such as in milk sales? 

Mr. Miiuer. We believe that; yes, sir. 

Mr. Derwinsxi. You could, if necessary, adjust it in, say, your 
vegetable line or something of that nature. 

Mr. Miter. No; we don’t take that into consideration. 

Mr. Derwinski. In other words, milk presents an isolated case. 

Mr. Mitrer. Right, sir. 

Mr. DerwinskI. It is not your policy to adjust other prices to 
compensate for what you are losing in the milk. 

Mr. Mutter. Definitely not. There, again, competition would not 
allow you that, either. In other words, it is a very competitive field. 

Mr. Derwinski. I am assuming that all your sales are made in 
your supermarkets. 

Mr. Miter. Everything within the supermarket, yes, sir, at retail. 

Mr. Derwinsxki. And have you ever used giveaways other than 
milk to improve your sales, your volume—ever tied other items to it? 

Mr. Mitier. You mean to the milk items? 

Mr. DerwinskI1. Right. 

Mr. Mititer. Nothing other than as put on by the dairies them- 
selves. 

Mr. Derwrnsk1. I see. Thank you. 

Mr. MacIntyre. In your last answer there, you said that you did 
not tie other items, except as furnished by the dairy. Will you ex- 
plain just what is involved there? 

Mr. Mituier. Well, I believe you will find that there was some 
earlier testimony here regarding promotions that were put out by the 
milk companies so-called with each half gallon of milk a quart of 
orange juice is given free for a limited number of days. Those we 
have whenever they are given or presented by the dairies. We do 
not engage or we do not allow any dairies to furnish cases for us. 
We own every case that we have in our stores. 

Mr. MacIntyre. In this period of time, when you were buying a 
half gallon of milk with 3.8 butterfat at 36 cents, did the dairies 
supply you with orange juice to be included in the sale of the milk? 
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Mr. Miuter. I am sure not at that time, sir. 

Mr. MacIntyre. Anything else? 

Mr. Miter. Nothing during that period at all. 

Mr. Macintyre. You restricted your 39-cent price to the Denver 
area, I believe, according to the newspapers. 

Mr. Miuuer. We tried to keep it within the Denver area. How- 
ever, it did spread into a few of the other towns. 

Mr. MacIntyre. Well, your advertisements specified it was to be 
restricted to the Denver area—wasn’t it? 

Mr. Miter. Yes, sir. 

Mr. MacIntyre. And you now testify you endeavored to keep it 
in the metropolitan Denver area. 

Mr. Mixuer. We tried; yes, sir. 

Mr. MacIntyre. And outside of that area it was from 43 to 47 
cents? 

Mr. Muuer. That is correct. 

Mr. MacIntyre. Was your wholesale price of the milk to you the 
same as it was in the Denver area 

Mr. Miti_er. You mean in other areas? 

Mr. MacIntyre. Nearby areas. 

Mr. Mituer. No, sir. 

Mr. MacIntyre. What were you paying for milk for your Colorado 
Springs stores? 

Mr. Miuuer. Well, if the milk retail was 47, we were still 
paving 43%. 

Mr. MacIntyre. To the same supplier you were paying 36 for use 
in the Denver area? 

Mr. Mixuer. On the same supplier there; yes, sir. 

Mr. MacIntyre. Now, during this period of late June and July, 
you did sell cottage cheese in the Denver area for as low as 15 cents a 
pound? 

Mr. Mutter. I believe that is correct. 

Mr. MacIntyre. What did that cheese cost you? 

Mr. Miter. I don’t have those figures, sir. 

Mr. MacIntyre. Wasn’t the billing price approximately 15 cents? 

Mr. Miuuer. Well, I would say it was approximately that; ves, sir. 

Mr. MacIntyre. So you were selling it without any markup to 
cover your cost of handling. 

Mr. Miuuer. There again I am sure that that was meant and sold 
that wav to meet competition. 

Mr. MacIntyre. And do you recall that during the same period 
of time the Miller Super Markets sold butter at about 55 cents a 
pound? 

Mr. Miter. That is correct. That butter was not delivered to 
our stores by the same supplier, though, however. 

Mr. MacIntyre. You heard testimony here this morning that at 
that time the wholesale price of uncut butter per carlot in Chicago 
was 58 cents a pound. Do you recall that testimony? 

Mr. Miter. I was not here during that time, sir. 

Mr. MacIntyre. Well, do you know anything about the price that 
you paid for butter in that period of time? 

Mr. Miuuer. I would say in that period of time it cost around 58, 
59 cents; yes, sir. 

Mr. Macintyre. And you were selling it at 55. 

43632—59—pt. 36 
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Mr. Mi.uer. That is correct, sir. 

Mr. Macintyre. Do you also sell milk in glass gallon jugs through 
the Miller Super Market? 

Mr. Miuuer. Yes, sir; we do. 

Mr. Macintyre. At what price? 

Mr. Mutter. I believe it is—I don’t have that with me at all. 
But I believe that we sell that at 87 cents. 

Mr. MacIntyre. As of now. 

Mr. Miuuer. As of now. 

Mr. Macintyre. And that price has prevailed since August 5? 

Mr. Miter. Right, sir. 

Mr. MacIntyre. What was it August 4? 

Mr. Mit_er. We didn’t have gallon jugs at that time, sir. 

Mr. MacIntyre. You instituted them August 5? 

Mr. Mitcer. That is right, sr—sometime after August 5. 

Mr. MacIntyre. Did you have gallon jugs at any time prior to 
that? 

Mr. Mituer. Not in the Denver area. 

Mr. Macintyre. Anywhere else? 

Mr. MILER. Yes, sir. 

Mr. Macintyre. Where? 

Mr. Miter. Colorado Springs, Pueblo. 

Mr. Macintyre. What price were you selling milk in glass gallon 
jugs through your stores in those two lesations! 

Mr. Miuuer. I believe at about 89 cents. 

Mr. Macintyre. Has that price prevailed without change? 

Mr. Miter. Yes, sir. 

Mr. Steep. Am I clear in understanding you to say this—that in 
items of this kind, you meet the competition, whether it puts you 
below your cost or not? 

Mr. Mituer. That is correct. 

Mr. Derwinsxki. Mr. Chairman, may I ask one question? If I 
assume correctly, Mr. Miller, you obviously have some agreement 
with your suppliers that they will cooperate with you in reducing your 
costs when it is necessary for you to meet price competition. 

Mr. Mitter. To my knowledge, there is no agreement. However, 
anything that is such as the nature of milk products—we meet the 
situation and we hope that they go along. Regardless if they went 
along or not, we would have met the situation. 

Mr. Derwinsk1. If they had not gone along, would you have 
sought a different supplier? In other words if Meadow Gold were 
supplying you milk at 43 cents per half gallon, and to aid you in your 
competitive situation they reduced that to 36 cents, and if they would 
not do that, would you have considered obtaining your milk from 
another source? 

Mr. Mitier. Well, I assume over a Jong period of time, probably 
we would. But I believe I have been here and heard some other 
testimony that competition—everybody met their competition of the 
other dairies, and so on. In other words, to retain their business, 
they had to meet the situation. I believe that has been brought out 
previously. 

Mr. Derwinsxt. Thank you. 

Mr. MacIntyre. You have an exclusive arrangement with Meadow 


Gold for furnishing milk to your stores in the Denver area, except 
Inglewood. Do you? 
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Mr. Miter. Let’s say that is the only milk that we handle in the 
Denver area. 
Mr. MacIntyre. In other words, you exclusively handle their milk. 

Mr. Miter. Exclusively, yes, sir. 

Mr. MacIntyre. Is the arrangement on price such as Congressman 
Derwinski suggested the reason why you do that? 

Mr. Minter. Well, I can answer that this way. It is—some ar- 
rangement evidently has been made with the Miller organization 
years before the National Tea bought out Miller. It is nothing that 
has happened since National Tea—or Miller became a part of the 
National Tea Co. 

Mr. MacIntyre. And part and parcel of that arrangement is this 
quantity discount you referred to? 

Mr. Mutter. I am sure it is, sir. 

Mr. Streep. Mr. Miller, I want to thank you, on behalf of the 
committee, for coming here today and cooperating with us. We are 
sorry we had to take up so much of your time. But we do appreciate 
your coming here. 

Mr. Miter. Thank you, sir. I am sorry that I didn’t have the 
information to get more prepared for you. 

Mr. Streep. is Mr. Lloyd King present? 

Mr. King, will you please identify yourself. 

Mr. Kina. My name is Lloyd J. King. I am the division manager 
for the J. S. Dillon & Sons Stores Co. for Denver and Colorado. 

Mr. Steep. And I believe you have someone here with you. 

pes Kine. I have my attorney, Mr. Stapleton, who would like to 
sit by. 

Mr. StaputetTon. Benjamin Stapleton, 420 Denver Club Building, 
Denver, Colo. 

Mr. Steep. Mr. King, will you raise your right hand, please. 

Do you swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Kina. Yes, sir, I do. 


TESTIMONY OF LLOYD J. KING, VICE PRESIDENT AND DISTRICT 
MANAGER, KING SOOPERS, INC., DENVER, COLO. 


Mr. MacIntyre. Mr. King, you are manager of the King Sooper 
Markets here in Denver? 

Mr. Kina. Yes, sir. 

Mr. MacIntyre. How long have you served in that capacity? 

Mr. Kina. Since the inception of King Soopers in 1947, and after 
the merger of our two companies, since June of 1957. 

Mr. MacIntyre. What territory do these stores serve? 

Mr. Kine. The King Soopers are Colorado and the J. S. Dillon 
Stores in Kansas. 

Mr. MacIntyre. When did J. S. Dillon & Sons buy the King 
Soopers here? 

Mr. Kina. They did not buy them—they were merged. 

Mr. MacIntyre. When did the merger occur? 

Mr. Kina. June of 1957. 

Mr. MacIntyre. And prior to that merger, what was the number 
of-stores in the King Sooper chain? 
Mr. Kina. I believe it was nine. 
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Mr. MacIntyre. Covering what territory? 

Mr. Kine. Denver, Metropolitan Denver. 

Mr. MacIntyre. And how many are included now? 

Mr. Kine. In Denver? 

Mr. MacIntyre. Yes, sir. 

Mr. Kina. Eleven. 

Mr. MacIntyre. Eleven? 

Mr. Kina. That covers also Colorado Springs and Pueblo. 

Mr. MacIntyre. You are an official of J. S. Dillon & Sons? 

Mr. Kina. Vice president. 

Mr. MacIntyre. How many stores does that concern operate? 

Mr. Kina. I believe it is in the neighborhood of 52 or 53. 

Mr. MacIntyre. Over what States? 

Mr. Kina. Colorado and Kansas. 

Mr. MacIntyre. In your capacity as manager here, you are given 
rather wide latitude in determining pricing policies, are you? 

Mr. Kina. Full latitude, yes, sir. 

Mr. MacIntyre. You are acquainted, then, with the prices paid 
for milk and the prices at which milk 1s and has been sold through the 
King Soopers? 

Mr. Kina. In most cases I do, yes, sir. 

Mr. MacIntyre. I believe you were asked to supply the committee 
with a list of information showing those prices. Have you it with 

ou? 

Mr. Kina. Yes, sir, I have. I do not have copies for the com- 
mittee. 

Mr. MacInryre. Will you please read a statement of the price paid 
by you for milk in one-half gallon paper containers, during 1959? 
Especially since June 25. 

Mr. Kina. Our price on Sealtest is 43% cents, less 10 percent 
discount. 

Mr. MacInryre. You were paying Sealtest 43% cents per half 
gallon in papers, less 10 percent? 

Mr. Kine. Less 10 percent. And on June 25, our price was re- 
duced to 36 cents, flat price. From them, as was Meadow Gold. 
We handle both Meadow Gold and Sealtest in our stores. 

Mr. MacInryre. What was the butterfat content of that milk? 

Mr. Kina. I believe in both cases those are 3.25 or 3.3. I am not 
sure. 

Mr. MacInryre. Were you buying milk at 3.8 at that time? 

Mr. Kina. We were buying our own brand under the name of King 
Soopers. 

Mr. MacIntyre. From whom? 

Mr. Kine. From Sealtest. 

Mr. MacInryre. What price did you pay for that? 

Mr. Kina. 34.49, per half gallon net. 

Mr. MacInryre. But you paid 36 cents for milk of 3.25? 

Mr. Kina. Yes, sir. 

Mr. MacIntyre. You paid a higher price for lower quality milk. 

Mr. Kina. I believe—I don’t know about the quality. The butter- 
fat content was lower. 

Mr. MacInryre. From the same supplier? 
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Mr. Kine. That is right. 

Mr. MacIntyre. Can you explain how that came about? 

Mr. Kina. On the day of the price being lowered to 39 cents, it 
was announced by both companies that their price would be 36 cents. 
How it came about, I do not know. 

Mr. MacIntyre. That is, these two suppliers announced to you 
that their price would be 36 cents commencing June 25? 

Mr. Kine. Sometime during the day on June 25, it was announced, 
I believe, generally, that their price would be 36 cents. 

Mr. MacIntyre. That is on 3.25. 

Mr. Kina. On 3.25 or 3.3. 

Mr. MacIntyre. What had it been on that quality milk prior to 
June 25? 

Mr. Kina. Well, as I quoted, 43% cents, less 10 percent, in the case 
of Sealtest. 

I don’t believe I can tell you what the discount is with the Meadow 
Gold people. I did not get that information this morning. I think 
it was 5 percent. I believe it was 5 percent from Meadow Gold. 

Mr. MacIntyre. From these prices. Did the 10-percent discount 
on Sealtest apply on the 36-cent price? 

Mr. Kina. No; it was not announced that it was, and I have never 
inquired. I assumed that that was a 36-cent flat price, and the dis- 
count being dropped. I am not sure on that. I have never inquired. 

Mr. MacIntyre. Did you negotiate with them to get this 36- 
cent price? 

Mr. Kina. No, sir. That was voluntary on their part. on both 
companies. We did not approach them. They did not call us, 
except to tell us that was effective. 

Mr. MacIntyre. Who communicated with you from Meadow 
Gold and informed you about that price? 

Mr. Kina. They did not communicate with me, and I am sure 
I cannot tell you who they did communicate with. 

Mr. MacIntyre. You don’t know how you learned it, then? 

Mr. Kina. It came in by telephone, and I was informed. 

Mr. MacIntyre. Who in your company informed you? 

Mr. Kina. Pardon? 

Mr. MacIntyre. Who in your company informed you? 

Mr. Kina. Mr. McCotter. Mr. McCotter is here, I believe, if 
vou would like to ask him. 

Mr. MacIntyre. And he informed you that Sealtest and Meadow 
Gold informed him that it would be 36 cents? 

Mr. Kina. That is right. 

Mr. MacIntyre. Mr. Chairman, I would like Mr. McCotter to 
come up and answer some questions. 

Mr. Steep. Mr. McCotter, come forward. 

Would you identify yourself? 

Mr. McCorter. C. R. McCotter, merchandise manager for King 
Soopers. 

Mr. Streep. Would you raise your right hand, please. Do you 
swear that the testimony you are about to give will be the truth, the 
whole truth and nothing but the truth, so help you God? 

Mr. McCorter. I do. 
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TESTIMONY OF C. R. McCOTTER, MERCHANDISE MANAGER FOR 
KING SOOPERS 


Mr. MacIntyre. Mr. McCotter, you have heard Mr. King’s 
testimony that on June 24 or 25, you informed him that Sealtest and 
Meadow Gold had informed you that their price on milk would be 
reduced to 36 cents. 

Mr. McCorrter. That is right, sir. 

Mr. MacIntyre. Will you explain just when this occurred? 

Mr. McCortenr. I can’t tell you the exact sequence, but one of the 
fellows in the office was there before 8 o’clock, and he received one of 
the calls, I received the other one between 8 and 8:30. 

Mr. MacIntyre. From whom did you receive your call? 

Mr. McCorrer. I think mine was from Sealtest. I think the man 
that was in early received the one from Meadow Gold. 

Mr. MacIntyre. And who at Sealtest talked to you? 

Mr. McCorrer. I believe it was—I talked to them. 

Mr. Macintyre. Who in Sealtest talked to you? 

Mr. McCorter. I believe it was Carl Perry, their manager. 

Mr. MacIntyre. He told you he was reducing his price to 36 cents? 

Mr. McCorter. That is right. 

Mr. MacInryre. Now, was this the morning of the 24th or 25th? 

Mr. McCorrer. 25th. It was after our ad had appeared in the 
paper. 

Mr. MacIntyre. Did he explain why he was doing that? 

Mr. McCorrer. To meet our price—to meet our price on our 
King Soopers milk. 

a. MacIntyre. From whom were you getting your King Soopers 
milk? 

Mr. McCorter. Sealtest. 

Mr. MacIntyre. So he was meeting his own price, then? 

Mr. McCorrsr. Well, we set our own price on our milk, without 
his knowledge. 

Mr. Macintyre. What price did you set? 

Mr. McCorrer. 39 cents. 

Mr. MacIntyre. And he was setting a 36-sent price to meet a 
39-cent price that you had set? 

Mr. McCorrtsr. Well, our price was a 39-cent retail, sir. His was 
a 36-cent price to us. 

Mr. MacIntyre. What prompted you to make a 39-cent price on 
that occasion? 

Mr. McCorterr. That is Mr. King’s decision. 

Mr. Kina. I made the decision, sir, on that. I made the decision 
on the 39-cent price. I might clarify this question. We advertised 
the 39-cent price on our own private brand of milk. In order for us 
to meet the competition—the rest of the competition who had met the 
price on the major brands, Sealtest lowered the price so that we would 
in turn or could in turn lower our price to meet the general situation 
on other brands of milk other than our own—if that is clear. 

Mr. MacIntyre. What brand of milk was selling out of stores 
at—a half gallon in paper at 39 cents? 

Mr. Kina. Pardon me? 

Mr. MacIntyre. What brands of milk were selling at 39 cents per 
half gallon in paper out of stores that you were meeting? 
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Mr. Krna. In paper? I am not sure. 

Mr. MacIntyre. Well, that was what your price would be on, 
wasn’t it—the morning of the 25th? 

Mr. Kina. Our price was 39 cents on the morning of the 25th, yes. 

Mr. MacIntyre. In paper, half-gallon. 

Mr. Kina. In paper, yes. 

Mr. MacIntyre. My question is whose price in half-gallon paper at 
39 were you meeting on that occasion? 

Mr. Kina. I don’t know that we were meeting anybody’s. But we 
were mecting a general 39-cent price. We have, I think, submitted 
to you a long list of dairies who were selling at 39 cents per half gallon. 
Whether it was paper or glass, I should think it would make no 
difference. 

Mr. MacIntyre. You don’t think as a merchandiser it makes any 
difference as to whether it is packed in paper or glass? 

Mr. Kina. No, I don’t. 

Mr. MacIntyre. Will you supply the committee with the list of 
those whom you thought were selling at 39 on that occasion? 

Mr. Kina. I believe that that was submitted in a letter to your 
committee on July 6—the letter to Congressman Johnson on that date. 
We included a list of those names. 

Mr. MacIntyre. I still don’t understand whose price in half-gallon 
paper you were meeting on the morning of the 25th, at 39 cents. 

Mr. Kina. Well, I just stated that whether it was paper or glass, 
it didn’t make any difference to us. 

Mr. MacIntyre. Do you recall an advertisement that you placed 
on the morning of the 25th in the Rocky Mountain News? 

Mr. Kine. | do, yes, sir. 

Mr. MacIntyre. A price of 39 cents as a new regular price, half 
gallon. 

Mr. Kine. Right. 

Mr. Macintyre. That was in the paper. As “richer, tastier, King 
Soopers grade A, pastuerized, homogenized, vitiman D milk. King 
Soopers butterfat content is 3.8.””. Do you recall that? 

Mr. Kina. Right. 

Mr. MacIntyre. That is a correct statement of the content, is it? 

Mr. Kine. Pardon me? 

Mr. MacIntyre. That is a correct statement of the content. 

Mr. Kina. I believe that is right, yes, sir. 

Mr. MacIntyre. Do you know of any other 3.8 milk that was being 
sold for 39 cents on that occasion? 

Mr. Kina. No, I do not. 

Mr. MacIntyre. You do know there was a considerable difference 
in the cost of milk as to whether it is 3.25 or 3.8. 

Mr. Kina. Yes, sir, the price I quoted to you was for 3.8. 

Mr. MacIntyre. But you do not know of others who were selling 
3.8 milk at 39 cents on the morning of the 25th? 

Mr. Kina. No, sir, I do not. 

Mr. MaclInryre. In any kind of a package? 

Mr. Kina. No, I don’t. But there is some question, if I might be 
given the liberty to explain that, that there is some doubt as to the 
value of the higher butterfat content. We have had many of our 
customers request that we reduce the butterfat content because of 
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the high butterfat content and as it affects people with certain heart 
conditions. And we have considered doing that for that reason. 

Mr. MacIntyre. But it costs you more? 

Mr. Kina. It costs us more than it might have if the butterfat 
content were reduced, yes, sir. 

Mr. MacIntyre. And you felt it worthwhile to advertise that 3.8 
content, as richer, tastier milk? 

Mr. Kina. Yes, sir. The only reason we introduced the 3.8 was 
because our competition had had a 3.8 butterfat content for a long 
time. 

Mr. MacInryre. But they had been at prices higher than 39 cents. 

Mr. Kine. Pardon me? 

Mr. MacIntyre. But they have been at prices higher than 39 
cents on that. 

Mr. Kine. Yes, they have. We bad no other brand, however, to 
meet it with. The 39-cent price I am speaking about. 

Mr. MacInryre. A little bit ago you mentioned the 34-cent price 
from Sealtest. Will you please explain that again? I don’t believe 
I understood it. 

Mr. Kina. Explain it in what way? 

Mr. MacIntyre. Well, when it was made and to what it applied. 

Mr. Krna. It applied to our brand of milk, which is King Soopers 
milk, and it has applied since they have bottled our private brand of 
milk, which is approximately a year to 15 months ago, that they 
started bottling it. 

Mr. MacIntyre. And this 34-cent price, that was made to you on 
what date? 

Mr. Kina. Well, I can’t tell you exactly when, but at the time 
they started bottling for us, which, as I states, was about 15 months 
ago. 

Mr. MacIntyre. You have had a 34 price from Sealtest for better 
than a year. 

Mr. Kina. That is right. 

Mr. MacIntyre. On 3.8 milk? 

Mr. Kina. Prior to that, if you would like to know on that, we 
had been buying from an independent dairy—they were bottling our 
private label. That milk at that time from the dairy, prior to that, 
was 35.21, for milk that had varied somewhat in butterfat content. 

Mr. Macintyre. Sealtest took over their account at a lower price 
about 15 months ago. 

Mr. Kine. No. During the time that we were negotiating with 
Sealtest to bottle our own milk, we were offered lower prices from the 
dairy where we had been buying, than Sealtest quoted us. 

Mr. Macinryre. What dairy was this that offered you a lower 
price than Sealtest? 

Mr. Kina. Shoenberg Dairy. 

Mr. MacIntyre. Lower than 34 cents a half gallon paper? 

Mr. Kina. Yes, sir. 

Mr. MacInryre. On 3.8 milk? 

Mr. Kina. Yes, sir. 

Mr. MacInryre. Now, what price are you paying today to Seal- 
test and Meadow Gold for the half gallon paper? 

Mr. Kina. The prices I just quoted you—43¥% cents on Meadow 


Gold brand and Sealtest brand, and 34.49 on King Soopers brand from 
Sealtest. 
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Mr. MaclInryre. Those have continued since August 4? 

Mr. Kina. Yes, sir. And prior to that. 

Mr. MacIntyre. Now, the prices at.which you have been selling 
the milk—it has already been discussed that you opened with a price of 
39 cents on the morning of June 25. 

Mr. Kine. That is right. 

Mr. MacIntyre. Have you changed that since that date? 

Mr. Kina. We have. We went back to 47 cents. 

Mr. MacInryre. On what date? 

Mr. Kine. August 5, I believe it was. 

Mr. Maclinryre. For a period from June 25 until August 5, you 
were buying milk at 36 and selling it at 39. 

Mr. Kina. Right. 

Mr. MacIntyre. And did you pick that milk up at the dock, or 
the processing plant? 

Mr. Kina. No, sir, that was delivered to our stores. 

Mr. MacIntyre. Delivered to your stores. So your margin on 
that was 3 cents per half gallon in paper. 

Mr. Kine. That is right. 

Mr. MacIntyre. Gross? 

Mr. Kina. Yes, sir. 

Mr. MacIntyre. Giving you about 8 percent markup on the milk. 

Mr. Kina. I didn’t figure it. I think it figures closer to 11%. 

Mr. MacIntyre. Eleven and one-half percent? 

Mr. Kina. Yes, sir. 

Mr. MacIntyre. Now, is that the average markup on all of the 
items that King Soopers carries? Gross? 

Mr. Kine. No, no. We have items in our stores running anywhere 
from 6 percent to probably 30 percent. And a lot of it, of course, is 
depending on what type of item it is. A tonnage item or a big turn- 
over item necessarily does carry much less margin. 

Mr. MacIntyre. Milk has been one of those items. 

Mr. Kina. Oh, yes. 

Mr. MacIntyre. If it were to carry its proportionate share of all 
of your overhead and other operating expenses, would you say that 
this 3 cents per half gallon in a container was being sold by you at a 
profit or at a loss? 

Mr. Kina. At a profit. 

Mr. MacIntyre. You consider then that even if it carried its 
proportionate part of your overhead and other costs, that you could 
still sell it at 3 cents, or about 11% percent markup? 

Mr. Kina. I do. It is a debatable item. We have listed many 
items, trying to get a breakdown on the cost of handling a particular 
item. And when you have some 5,000 to 10,000 items in a store, it is 
pretty hard to do. 

Mr. MacIntyre. Well, if milk can be handled by you for less than 
10 percent markup, what about the other items? 

Mr. Kine. What other items? 

Mr. MacInryre. Well, say as many as half of these 6,000 other 
items, which do not have to be refrigerated. There are some you are 
having a much higher markup which carry a smaller cost in handling, 
do they? 

Mr. Kina. This has been, as I say, debated many times in the 
industry by economists and as well as in courts. And I don’t believe 
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that it has ever been satisfactorily resolved, what the cost is to 
handle a particular item in a store. If there has been any figures on 
it, I have never seen them. 

Mr. MacIntyre. Do you have figures on it? 

Mr. Kina. No, sir. 

Mr. MacIntyre. So what you are doing is guessing that you are 
covering your cost. 

Mr. Kina. We do a great deal of that, perhaps, in the grocery 
business. I think it is quite common. I think the governing factor 
is what you end up with at the end of a given period of time in the 
way of profit, as to whether you are getting your cost plus cost of 
doing business with a profit. 

Mr. MacIntyre. We noted that you have advertised some butter 
at 55 cents over the past 6 weeks. 

Mr. Kina. I am not sure that we have. If we did, I don’t recall. 

Mr. MacIntyre. Do you know whether or not you cover your 
costs on that? 

Mr. Kina. Not at 55 cents we didn’t. If you are talking about 
invoice cost. 

Mr. MacIntyre. Your invoice cost would be above that? 

Mr. Kina. Yes. 

Mr. MacIntyre. Can you explain to the committee why you would 
be selling products of that kind at prices below cost? 

Mr. Kina. If we did, it would have been because we had had a 
competitive situation, where others were running it at that figure, 
and we were meeting it. 

Mr. MacIntyre. Would you ever have initiated any such sale of 
commodity at a price below cost? 

Mr. Kina. “Ever,” did you say? Oh, I believe we have. 

Mr. MacIntyre. Why? 

Mr. Kina. I can’t tell you. But for quite a long period of time, 
we have had a policy of avoiding below-cost selling, other than a 
competitive situation, where we feel that we are required to meet 
prices of competition. 

Mr. MacIntyre. Well, would that be true of potatoes? 

Mr. Kina. Of what? 

Mr. MacIntyre. Of potatoes. Did you meet competition in the 
sale of potatoes over the past 30 days? 

Mr. Kina. No, I don’t believe we were meeting any competition. 
I can’t quote you the cost on those potatoes. 

a MacIntyre. Whatever price you made, you initiated on 
those. 

Mr. Kina. I believe we did, yes, sir. 

Mr. MacIntyre. If they should prove to be below cost, it would 
be initiated by you at a price below cost, somewhat as butter. And 
you can’t explain to the committee why you do those things. 

Mr. Kina. We do what? 

Mr. MacIntyre. Sell at prices below cost. 

Mr. Kina. I thought I gave you the answer. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Krnc. Would you like me to state that again? 

Mr. MacIntyre. Yes, sir. 

Mr. Kina. In the case of butter, which you specifically asked, 
I believe that if it was sold at 55 cents in our stores, it was sold at 55 
to meet competition. Is that clear? 
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Mr. MacIntyre. What about this price of potatoes? Did you 
meet competition with the sale of potatoes? 

Mr. Kine. I can’t tell you, sir. If I don’t know the cost, how can 
I tell you whether we were meeting competition of a low cost price, 
or whether we were making money on it. I don’t know what he 
paid for those potatoes. You didn’t ask me that in this request. 

Mr. Steep. Mr. King, relative to your having milk supplied and 
processed here in Denver, do I understand that is to be to your stores 
in the Denver area, or does this source of supply go out to all your 
stores? 

Mr. Kine. The source of supply does go out to all of our stores, 
yes, sir. 

' Mr. Steep. Do you ship any milk rrocessed for your company 
here to stores in Kansas, for instance? 

Mr. Kina. No, sir. 

Mr. Steep. You obtain an item like milk for those stores locally, 
or in another area? 

Mr. Kina. In the case of out of town stores, such as Colorado 
Springs, Pueblo, I believe we are handling some local products there. 

Mr. Steep. The part of your company operating in Kansas would 
have milk suppliers in that area? 

Mr. Kine. That is right. 

Mr. Derwinsk1. If I understand—do I understand correctly, Mr. 
King, that you anticipated competition in the specific field of milk, 
and in anticipation of it, you went to your supplier, which is Sealtest, 
and told them the figure that you in turn wished them to meet for 
you? Is that the sequence? 

Mr. Kina. No, sir. 

Mr. Derwinskr. Then correct me where I misunderstood you. 

Mr. Kina. If you understood that, you did misunderstand me, 
because I did not say anything of that kind at all. 

Mr. Derwinski. Well, then, Mr. McCotter, did I understand you 
correctly that you were informed by Sealtest that as of June 25 they 
would sell you this milk at 36 cents per half-gallon, correct? 
rm Mr. McCorrer. That is right, sir. 

Mr. Derwinski. And that was vour request. You requested them 
to supply you with this figure. 

Mr. McCorrer. No, sir. What happened was that they saw our 
ad on Thursday morning, and when they saw our ad, they decided—I 
am assuming this—that they were going to meet our King Soopers 
label with their own label of Sealtest and Meadow Gold did the same. 
Our ad came out in the paper Thursday morning. By the time that 
both of them had been able—had seen the paper, that we had 39-cent 
milk, they both called us, and told us that their new price, after seeing 
our ad, was then 36 cents. In other words, they let us know after 
they had seen our ad 

Mr. Steep. Did they ask you to cut the price of their milk to 39 
cents? 

Mr. McCorter. Did they ask us? No, they didn’t. 

Mr. Streep. How did they know that cutting their price to 36 cents 
on their own brand would meet your price? 

Mr. McCorrer. They didn’t know. I think they could have 
safely assumed Safeway, Millers, and everybody else would be at 39 
cents by the time the stores opened. And I think that was strictly why 
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Meadow Gold was protecting our customers, Sealtest protecting theirs, 
and all the rest of them were doing that. 

Mr. Steep. If you want to push your own brand of milk, you 
didn’t have to cut their brand price down. 

Mr. McCorter. We did not cut ours at first, until after we found 
out that Safeway had gone down and Millers had gone down. That 
was the only time we cut our price. 

Mr. Strep. Is it your statement that in the Denver area, the price 
of milk had already been reduced by other companies and other retail 
outlets before you ran your ad? 

Mr. McCorter. No, sir; they were reduced before we cut the price 
on Meadow Gold and Sealtest. We cut only the price on our own—— 

Mr. Steep. What competitive situation were you meeting on the 
King Sooper brand, when you ran the ad on June 25? 

Mr. McCorrer. Well, there was this group of 65 stores that has 
been testified before, that constituted 

Mr. Steep. How long had their lower price situation prevailed 
before you ran that ad? 

Mr. McCorrtrr. One company advertised they had gone for about 
5 years, I believe it was. They said they would continue this until 
it was over, too, and they have. It was Country Charm—advertised 
their half gallon price had been 39 for over 2 years. 

Mr. Steep. Were they supplying milk at more than one outlet in 
the Denver area? 

Mr. McCorter. Yes, sir. 

Mr. Steep. How general was their distribution? 

Mr. McCorter. I really don’t know. They had two stations very 
close to two of our better stores. We do know that. 

Mr. Derwinsk1. | still think we misunderstand each other. Do 
I understand correctly that the morning you ran this ad, announcing 
that you had reduced your milk to 39 cents—— 

Mr. McCorrer. That was just our King Soopers milk. 

Mr. Drerwinsk1. I beg your pardon? 

Mr. McCorrrer. We ran the ad only on King Soopers milk. 

Mr. Derwinski. Yes. But the cost to you—or that is the known 
cost to you at that time was 43 cents? 

Mr. McCorter. No, sir; not on King Soopers. On that private 
label—Mr. King read you the place, 34.49. 

Mr. Derwinski. You purchased this from Sealtest. And then 
Sealtest called you that morning and said they were reducing the price 
to you under their name brand from 43 to 36. 

Mr. McCorter. That is right. They and Meadow Gold both 
called. 

Mr. Derwinski. Now was there anything in your contract with 
them that dictated these terms? 

Mr. McCorter. No, sir. Truthfully, we had hoped that they 
would not cut prices. We were using our private label to meet the 
competitive situation of these milk stops, that according to our store 
managers were being increasingly effective in their business. They 
may have been little 2 by 4’s, but they were selling tremendous 
amounts of milk. 

Mr. Derwinsk1. One of the previous witnesses testified to the 
effect that their prices were reduced to meet the threat that you 
posed. In other words, you are the competitor that they were 
reacting to. Now you in turn were reacting to another competitor. 
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Mr. McCorter. That is right, sir. 

Mr. Derwinski. According to the figures presented to us—is it 
the Country Charm Co. that you mentianed? 

Mr. McCorrer. That was the one that ran the ad; yes, sir. 

Mr. Derwinsk1. Well, they are not a major volume retailer here, 
are they? 

Mr. McCorrsr. Well, I believe the figures show about half the 
milk is sold at the store. And I think when you consider that—the 
percentage that they have of store sales, it comes pretty close to our 
own sales. That is a guess. 

Mr. Macinryre. Mr. King, you have knowledge of the Denver 
Post consumer analysis, do you? 

Mr. Kina. Yes, sir; I do. I have seen it. 

Mr. MacInryre. You have noted the statistics in there attributed 
to King Soopers share of the market. 

Mr. Kina. I did see it. I couldn’t quote what it is. 

Mr. MacIntyre. What you did see impressed you as being some- 
what accurate? 

Mr. Kine. Not necessarily. I don’t know on what basis the poll 
was taken. I don’t know for what purpose. I know nothing about 
their motive in that survey. 

Mr. MacIntyre. Did you note any figure that you considered to 
be inaccurate? 

Mr. Kine. I won’t consider it to be inaccurate or accurate. I do 
not know. 

Mr. MacIntyre. According to the list that you have furnished the 
committee of these stores handling the 39-cent-price milk, they would 
be listed in that Denver Post survey as unnamed people, because they 
were too small to be named, except Country Charm and Shoenberg, 
both of whom carried very small percentages. And as Congressman 
Derwinski pointed out, they were very small factors in the market, 
according to these surveys. But you still insist that it was necessary 
for you to meet their competition in making the change in the price 
to 39 cents on June 25, is that correct? 

Mr. Kina. We felt it was necessary; yes, sir. 

Mr. Jounson. I would like to just check the sequence for the record. 
When you first announced the price on June 25 of 39 cents for the 
King Soopers brand, was this for all of the stores in the King Soopers 
division of the chain or was it just for the Denver area? 

Mr. Kina. No, it was for all stores. 

Mr. Jounson. You announced this price simultaneously for Den- 
ver, Pueblo, Colorado Springs? 

Mr. Kine. Well, if it wasn’t simultaneous, it would have been 
from the morning paper to the evening paper. 

Mr Jounson. So it was the same day that you changed the area 
stores’ prices. Now the price of 34 cents roughly at which you were 
securing the milk which carries your own brand name—was this 
price for all of vour operations throughout the State? 

Mr. Kina. Yes, sir; it is. 

Mr. Jounson. And that is the price at the dock of the packaging 
plant. 

Mr. Kine. That is right. With the exception that we were not 
equipped at the present. time to deliver in Colorado Springs and Pueblo, 


and as the temporary aritangement, they are delivering to those stores 
at this time. 
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Mr. Jounson. So that actually—well, that is a dock price in Den- 
yer. Is the same delivered price in the Springs and Pueblo? 

Mr. Kina. Yes, sir. 

Mr. Jounson. I mean the packer absorbs the entire cost of the 
distribution to the stores? 

Mr. Kina. Yes, sir; that is right. 

Mr. JoHNSON. So that actual y, the purchase price to you is deliv- 
ered price in those two cities, and an undelivered price in Denver. 

Mr. Kina. I think I got it ‘all. Yes, sir; it is the same delivered in 
Colorado Springs and Pueblo as we pick it up at the dock in Denver. 

Mr. Derwinski. Just one further question, Mr. Chairman. Do 
I understand correctly that in announcing your new low price of 39 
cents per half gallon, you did so in all the stores under your control? 

Mr. Kine. Right. 

Mr. Derwinski. In other words, did you do this, say, in a store in 
Pueblo, where you were not meeting this 39-cent competition you were 
faced with here? 

Mr. Kina. Yes, sir; we did. We feel that to have a price in Denver, 
and not in Pueblo, would be discriminatory as far as customers. 

Mr. Derwinski. So that even though your action in Denver might 
be interpreted to be matching competition, this was not the effect 
in Pueblo. In Pueblo you were setting the pace. 

Mr. Kina. Possibly so; yes. I am not sure of the situation down 
there. I believe I am right in saying that there has been a competitive 
situation there in all gallon jug type of operations. But I am not 
prepared to state any facts on that. 

Mr. Derwinski. Thank you. 

Mr. Streep. Mr. King, on behalf of the committee, I want to express 
our appreciation for you and your associates coming today and helping 
us with our inquiry. I am sorry we have had to keep you so late. 
We want to apologize to everyone for having run so far overtime today. 
But we have had a little difficulty in keeping on schedule this morning. 
We hope we will do better this afternoon. 

The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 1:15 p.m., the subcommittee adjourned to recon- 
vene at 2 p.m., the same day.) 








AFTERNOON SESSION 





Mr. Steep. The committee will be in order. 

The first witnesses this afternoon will be Mr. Bracksieck, Mr. 
Shaffer, and Mr. Kall, if they are here, please. 

Will you come forward? 

I think this series of questions will be more or less en block, and 
whichever one of you has the answer can make it. 

Will you please identify yourselves for the record? 

Mr. Kaui. My name is George Kall. I am district manager for 
the State of Colorado for Beatrice Foods Co. 

Mr. SHarrer. My name is Kenneth Shaffer. I am manager for 
Meadow Gold in Denver, and have been manager for 5 years. 

Mr. Bracksteck. My Tame 0s Lloyd Bracksieck, manager of City 
Park-Brookridge Dairy. 

Mr. STEED. “Do you solemnly swear that the testimony you are 


about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 
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Mr. Kau. I do. 
Mr. Suarrer. I do. 
Mr. BracksiEck. I do. 


TESTIMONY OF GEORGE KALL, DISTRICT MANAGER, STATE OF 
COLORADO FOR BEATRICE FOODS CO.; KENNETH SHAFFER, 
MANAGER FOR MEADOW GOLD IN DENVER, COLO.; AND LLOYD 
BRACKSIECK, MANAGER OF CITY PARK-BROOKRIDGE DAIRY 


Mr. MacInryre. Mr. Bracksieck, you are district manager for 
Meadow Gold? 

Mr. Bracxsieck. No, sir. I am manager of the City Park- 
Brookridge Dairy. 

Mr. Katt. I am district manager, sir. 

Mr. MacInryre. And what relation do those two have to each 

other? 

Mr. Bracksieck. Are you directing your question to me? 

Mr. MacIntyre. Yes, sir. 

Mr. Bracxsreck. City Park is a division of the Beatrice Foods Co. 

Mr. Kati. Meadow Gold is also a division of Beatrice Foods Co. 

Both plants are autonomous. 

Mr. MacIntyre. They are all under common ownership and com- 

mon direction? 

Mr. BracksrEck. Yes, sir. 

Mr. MacIntyre. So all three of you gentlemen are working for the 

same owner? 

Mr. BracksiEck. Yes, sir. 

Mr. MacIntyre. The same boss. You, however, are working in 

different divisions? 

Mr. Bracksieck. Yes, sir. 

Mr. MacIntyre. And the City Park-Brookridge is engaged in the 

sale of milk principally to homes, is it? 

Mr. Bracxsieck. That is right. 

Mr. MacIntyre. And the Meadow Gold client of Beatrice is en- 

gaged in the sale and delivery of milk principally to stores? 

Mr. Suarrer. We have both stores and retail business. 

Mr. MacIntyre. Inside Denver? 

Mr. Suarrer. Yes, sir. I am responsible for the metropolitan area 

of Denver. 

Mr. MacIntyre. And, Mr. Kall, what are your duties? 

Mr. Katt. I am district manager for the State of Colorado. These 
lants come under my direction here. And I also have other plants 
ocated throughout the State. 

Mr. MacIntyre. In that capacity, you are more or less the super- 

visor of both Mr. Bracksieck and Mr. Shaffer? 

Mr. Kau. Yes, sir. 

Mr. MacIntyre. Do you determine the pricing policies of both? 

Mr. Katt. No, sir. 

Mr. MacIntyre. Who does? 

Mr. Katu. Each individual plant manager. 

Mr. MacIntyre. Do you have anything to do with the determina- 

tion of the pricing policies of the two? 

Mr. Kaui. No, sir. 
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Mr. MacInryre. Any control over what they do in the determina- 
tion of the pricing policies of Beatrice Foods? 
Mr. Kati. I suppose to a degree, yes, sir. 

Mr. MacIntyre. What degree is that? 

Mr. Kati. Well, I would probably consult with them, in case that 
they did want to talk the thing over. 

Mr. MaclInryre. If they were to make a determination to sell 
milk at prices below cost, what is your position on that? 

Mr. Katt. If this decision was made by them, and it was in keeping 
with the competitive condition, I am sure that 1 would look favorably 
upon it. It would have to be a competitive condition in the market. 

Mr. MacIntyre. Would it be subject to your approval? 

Mr. Kati. That is a difficult question to answer, sir. It could be 
and it could be prearranged before I got into the consulting with 
them about it. 

Mr. Macintyre. Will you explain the nature of the situations 
where it could be, and those in which it could not be? 

Mr. Kati. For example, if I were out of town, and I couldn’t be 
reached, and they had to make a decision at the time, they would make 
the decision on their own. 

Mr. MacIntyre. But if you were in town, the decisions they 
make are subject to your approval? 

Mr. Katt. I would say yes, sir; yes, sir. 

Mr. MacIntyre. And is that true generally? 

Mr. Katt. Yes. 

Mr. MacIntyre. You have noted the consumer analysis of the 
market in Denver made by the Denver Post the first of this year, 
have you? 

Mr. Katy. Yes; I have glanced at it. I have not thoroughly 
studied this report. 

Mr. MacIntyre. You have noted the statistics that purport to 
reflect the operations and share of the market of the Beatrice Foods 
here, have you? 

Mr. Katt. I have noted it, yes. I do not know the figures, though. 

Mr. MacIntyre. Have you noted anything in that report in that 
regard that you have found to be in error? 

Mr. Kau. That is a difficult question. I don’t know how they 
arrived at their figures. I don’t believe I can answer that question. 

Mr. MacIntyre. Well, you know of nothing in there that is in 
error, then? 

Mr. Katt. I don’t know that it is correct. 

Mr. MacIntyre. Well, from your experience and your knowledge 
of Beatrice Foods operations, and from what you see in that report, 
that purports to reflect Beatrice, is there anything that you would 
take exception to in the report? 

Mr. Kau. Well, just glancing through this report one time, I am 
not very familiar with it, to be right on this thing. You can’t glance 
through a report, thumb through it, and look at it, and know anything 
about a report. 

Mr. MacIntyre. May I ask Mr. Shaffer if he has had an oppor- 
tunity to read the report? 


Mr. Suarrer. Yes, sir; I have seen the report. I do not remember 
the figures. 
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Mr. MacInryre. Have you seen anything in there relating to the 
operations of Beatrice to which you would take exception? 

Mr. SHarrer. I couldn’t say that it, was correct or incorrect or 
that other figures would be correct. I would think, sir, that the 
exhibit given to you by Mr. Cochran of Denver Milk Producers 
would probably reflect a closer percentage than would a survey. 

Mr. MacIntyre. And to the extent that that survey and the figures 
that he gave would be somewhat consistent, you would be willing to 
accept the report of the Denver Post? 

Mr. Suarrer. I would say that that would be—if they are con- 
sistent, | would think they are fairly close to being right; yes, sir. 

Mr. Macintyre. Would that also be true of you, Mr. Bracksieck? 

Mr. Bracksrreck. Well, I don’t exactly recall the customer count 
listed for us in the poll, but I think it is slightly inflated. I would 
say that they are off a few percentage points; yes. 

Mr. Macintyre. But to the extent that it would be consistent 
with the figures that we secured from Mr. Cochran, you would be 
willing to accept it? 

Mr. Bracxsieck. Well, I would say it would be consistent with 
the poll that they took last year. 

Mr. MacIntyre. Well, the question I asked 

Mr. Bracksteck. My answer to your question would be that I 
couldn’t say that it would be consistent with the Denver Milk Pro- 
ducers figures. 

Mr. MacIntyre. But to the extent it should prove to be, you 
would be willing to accept it? 

Mr. Bracxstreck. Oh, yes; if it could be proven to be; yes, sir. 

Mr. MacIntyre. I would like, before getting into the questions 
about the pricing of milk, to ask you about your company’s policy in 
making loans or carrying the accounts of customers for a long period 
of time. What is the company’s policy in that regard? 

Mr. Kaui. We do make loans; yes, sir. We make loans to cus- 
tomers. Our credit policy is very strict. We have credit problems 
like everyone else. But, generally speaking, we have a tough credit 
volicy. 

Mr. MaclIntrrx. Did you make loans to the Blue Parrot Restau- 
rant? 

Mr. Katt. Yes, sir. 

Mr. MacIntyre. In what amount? 

Mr. Kauu. I can’t remember, sir. I can’t tell you what it was. 

Mr. Macintyre. Rather sizable? 

Mr. Kau. Yes, sir; it was. 

Mr. Macintyre. And that was a loss to your company? 

Mr. Katt. Yes, sir; it was. 

Mr. MacIntyre. Did you also make considerable loans to Mr. Paul 
Shank of the Tiffin Dining Room? 

Mr. Kaui. We made a temporary loan to him, which was just 
within—I believe he paid it back within just a few months. 

Mr. MacIntyre. That was rather sizable, also? 

Mr. Kauu. Yes, sir. 

Mr. MacIntyre. And do you have outstanding now loans to the 
Lutz Restaurant? 
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Mr. Kau. The what? 

Mr. MacIntyre. Lutz, L-u-t-z. 

Mr. Kauu. I can’t answer that question, sir, I do not know. 

Mr. MacIntyre. Does Mr. Shaffer know the answer? 

Mr. SHaFrFer. Yes, sir; 1 believe we do. 

Mr. Macintyre. Is that in the amount of about $10,000? 

Mr. Suarrer. I believe that is fairly close. 

Mr. MacIntyre. Now, you made these loans to those customers 
and to others for the purpose of securing their custom—that is, to sell 
them the products of Beatrice Foods, is that correct? 

Mr. SHarrer. Are you directing that to me? 

Mr. MacIntyre. I am asking Mr. Kall. 

Mr. Katy. Oh, excuse me. In these cases—in the two that you 
directed at me, we had the business, we have had the business for a 
number of years, if I can recall correctly. And we did not make this 
loan to obtain the business from someone else. We gave them the 
loan because we already had the business. 

Mr. MacIntyre. Well, did you make it to keep their business? 

Mr. Kaui. Well—— 

Mr. MacIntyre. Customer relationship with them? 

Mr. Katu. If you put it customer relationship, I would say that 
that would be a satisfactory way of putting it; yes, sir. 

Mr. Macintyre. To maintain a customer relationship with them? 

Mr. Katt. Yes, sir. 

Mr. Suarrer. May I interrupt for 1 minute, sir? 

Mr. Strep. Yes. 

Mr. Suarrer. There are times when we have turned down many 
loans, and have lost business to someone else, because we have. 

We have done this in many instances being competitive. 

Mr. Macintyre. I have mentioned a few customers to whom you 
acknowledge you made loans, but they are only a few of many that 
you have made. You have made loans to other customers, also, have 
you not? In the Denver market. 

Mr. SHarrer. Yes, sir; we have made other loans. 

Mr. MacIntyre. And there are a number of those outstanding at 
the present time? 

Mr. Suarrer. I couldn’t say just how many, but we do have some 
loans that are outstanding at the present time. 

Mr. MacInryre. And Beatrice has also made a practice of lending 
equipment to customers, cabinets? 

Mr. SHarrer. Yes, sir. I believe you will find it is a practice in 
the market. 

Mr. MacIntyre. And when you do loan a cabinet to a customer, 
you expect, of course, only your merchandise to be sold by him through 
that cabinet? 

Mr. SHarrer. We expect this. This is not always the case, how- 
ever. 

Mr. MacIntyre. But it is your understanding with him that that 
is what he will do? 

Mr. SHarrer. Again, I would say we want him to just put our 
merchandise in the cabinet, but, again, I will say that that is not the 
case. 
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Mr. MacIntyre. Well, you tell him that, do you, when you let 
him have the cabinet? Don’t you? 

Mr. SuHarrer. No, sir; I don’t believe that we have ever insisted. 

Mr. MacIntyre. You let him know, though, that you do want him 
to carry your goods in that cabinet? 

Mr. SHarrer. We want him to carry our goods in the cabinet; 
yes, sir. 

Mr. MacIntyre. And that you expect it? 

Mr. SHAFFER. Yes, sir. 

Mr. MacIntyre. And a great many of the customers do handle 
your goods through those cabinets exclusively? 

Mr. SHarrer. Yes, sir; we have customers who handle our mer- 
chandise exclusively through these cabinets. We also have many 
that don’t. 

Mr. MacIntyre. Does the City Park plant package milk in glass 
gallon jugs? 

Mr. BracksiEck. Yes, sir. 

Mr. MacInryre. When did it undertake to do so? 

Mr. Bracxsieck. We started the sale of gallon jugs on June 29. 

Mr. MacIntyre. June 29 of this year? 

Mr. BracksiEck. Yes, sir. 

Mr. MacIntyre. Had it packaged milk in glass gallon jugs at 
any time prior to that? 

Mr. Bracxsizck. No, sir. 

Mr. MacIntyre. Did Meadow Gold package in glass gallon jugs 
prior to that? 

Mr. Bracksrnck. No, sir. 

Mr. MacIntyre. At its plant. In other words, the glass gallon 
jug operations of Beatrice Foods for the first time was undertaken in 
this market in June of this year? 

Mr. Bracksieck. You mean for the Beatrice Foods Co.? Yes, for 
the first time in June of this year. It is not the first time that the 
gallon jug was sold in the market. 

Mr. MacIntyre. When was the first time that you made sales of 
the glass gallon jug in this market? 

Mr. BracksieckK. You mean our dairy now? June 29,1959. But 
when I say it is not the first time that the gallon jug has been sold, 
I am referring to other dairies, other concerns. 

Mr. MacIntyre. What prompted Beatrice to go into the packaging 
of the glass gallon jugs? 

Mr. Bracxsreck. Well, we are always on the lookout for new 
packages, new types of containers, which might prove to be more 
economical in our type of operation. We feel that the gallon jug is 
that type of container. 

Mr. MacIntyrz. What does it cost you to process and package a 
gallon of milk in a glass gallon jug in your plant? 

Mr. Bracksieck. Well, I can’t give you those figures. I am sure 
my accountant could work that out for you. I don’t have the figures 
before me. 

Mr. MacIntyre. You have contracted with some other handlers 
to process and pack for them at 9 cents a gallon now? 
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Mr. BrackstEck. No, sir; we do not have. 

Mr. MacIntyrxz. Do you think your costs would approximate the 
9 cents a gallon? 

Mr. Bracxsteck. Well, now, would you phrase that again for me? 
You asked if I had a contract of other handlers to process for them, 
and we do not have. Now, what is your other question? 

Mr. MacIntyre. Do you have costs in processing and packaging 
the milk in the glass gallon jugs of approximately 9 cents a gallon? 

Mr. Braxsieck. No, sir; | am not sure that we do. I couldn’t say 
that we do or that we don’t have. 

Mr. MacIntyre. Well, do you know what your costs would be, 
approximately? 

Mr. BraksiEck. No, sir; not exactly. It just stands to reason that 
when you wash a 1-gallon jug, it is cheaper than washing four quart 
bottles. You put one cap on a gallon jug. You are handling one item 
instead of four. So it only stands to reason there is a saving there. 
To what extent, I am sorry I cannot say. 

Mr. MacIntyre. Have you made any study of that for your 
company? 

Mr. BracxkstEck. I have visited other markets; yes, sir. 

Mr. MacIntyre. What are the results of your study in visiting and 
studying other markets about the cost of the plant operations in pack- 
ing and processing milk for packaging in glass gallon jugs? 

Mr. Bracksteck. We didn’t get into cost in the plant. Primarily 
the only thing we were interested in, or at least myself, was to see if 
the gallon jug could be sold successfully in a market without any 
problems that we couldn’t foresee. 

Mr. MacIntyre. And you made no determination of what the costs 
were? 

Mr. BracksiEck. No, sir. 

Mr. MacIntyre. Have you since? 

Mr. BrackxstEck. No, sir. You mean from other markets? 

Mr. MacIntyre. From your own operation? 

Mr. Bracxsieck. No, sir, we don’t have. It is very difficult to 
pinpoint a cost of a specific product. 

Mr. Sreep. Let me ask you this, In the sale of your products, do 
you sell a gallon of milk in quart containers or half gallon containers 
for the same price you do a gallon glass jug? 

Mr. Bracksteck. No, sir. 

Mr. Steep. What differential do you allow yourself? 

Mr. Bracksteck. You mean on the gallon? Right now we are 
selling a gallon jug for 94 cents. Our half gallons are 49, our quarts 
are 25. 

Mr. Streep. Where did you get the figure of differential between 
those two items? 

Is that just a rule of thumb, you guessed that, or do you have some 
reason why the price of one is less than the price of the other? 

Mr. Bracxsteck. I think you can justify anywhere from 4 to 6 
cents on a gallon. It would be just a rule of thumb. TI haven’t any 
figures to—— 
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Mr. Streep. Just your general knowledge of the business, and about 
what operating costs are? 

Mr. Bracksieck. Yes, sir. 

Mr. Sregp. And you think you are ‘safe in arriving at some rule 
of thumb estimate of that sort? 

Mr. Bracksigck. Yes, sir. 

Mr. MacIntyre. Is that what led you to give a price of 79 cents 
a gallon commencing June 29, 1959? 

Mr. Bracxstseck. No, sir. That was not what led us to our 79 
cent price. We looked the market situation over, figured that 79 
cents was the only price at which we could be competitive and retain 
our customers. 

Mr. MacIntyre. Is that in connection with the sale of milk in glass 
gallon jugs, or do you mean to retain your customers who were pur- 
chasing i in other packages? 

Mr. Brackstieck. Well, that is just to retain our customers— 
period. They might buy in paper, they might buy in glass gallon jugs. 
But the 79-cent price is what we set for our own partic ular package. 
We are all glass. 

Mr. Macintyre. How long did this 79-cent price prevail? 

Mr. Bracksieck. Well, it prevailed from June 29 up through 
August 6 of this year. 

Mr. Maclinryre. And then it advanced to 94 cents? 

Mr. Bracksiteck. We went to 85 at that time. 

Mr. Macintyre. And then— 

Mr. Bracksteck. And on August 10, we went to 94. 

Mr. MacIntyre. That price is the price to stores? 

Mr. Bracxsizck. We don’t sell to the stores. 

Mr. Macintyre. Glass gallon jug is all home delivery? 

Mr. Bracksreck. That is right, sir. 

Mr. Macintyre. And this is your price to the consumer, delivered 
to the doorstep? 

Mr. Bracksreck. Yes, sir. 

Mr. MacIntyre. And do you require a deposit of 30 cents per glass 
gallon jug? 

Mr. Bracksteck. Yes, sir. 

Mr. MacIntyre. Is there a breakage of those? 

Mr. BrackstEck. Oh, that, again, I couldn’t answer. I have no 
way of knowing. We don’t keep a count on the jugs out and the jugs 
in, other than to check our drivers. But as far as the difference 
between what goes out and the difference that comes back in, I 
couldn’t answer that question. 

Mr. MacIntyre. You have made no study of that? 

Mr. Bracksieck. We made no study on that. 

Mr. MacIntyre. Therefore, you are unable to determine and to 
inform the committee at this time how much it costs the consumer, 
because of breakage? That is, their failure to get their deposits back 
because of breakage? 

Mr. Steep. May I interrupt? In some areas where we have made 
inquiry, it has been contended that because milk in a gallon jug could 
be sold at a lower price than that in smaller containers, that it had 
appealed especially to low-income families, where they had several 
children and needed a lot of milk, and had had the effect of increasing 
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the consumption of milk, because it made the milk available to people 
who otherwise couldn’t afford to buy it. 

Have you had this particular type container in service long enough 
to have made any studies to see whether you have had any reaction 
in that direction? 

Mr. Bracksirck. No, sir; I don’t think that we have had it long 
enough to ascertain any results in that direction yet. 

Mr. Steep. We find in some areas the public taste so adverse to 
buying milk in such a container that the gallon glass jug demanded 
less than 1 percent of the market. And then in other areas, we found, 
especially where price-war situations have been of long duration, that 
the public consumed as much as 40 percent of its milk through gallon 
glass containers. 

Have you any idea, could you make us an estimate, about what 
percent of the Denver metropolitan area of milk is dispensed through 
the gallon glass jugs? Is it a big factor in the market or a relatively 
minor factor? 

Mr. Bracxsteck. I don’t think it is a factor in the market. 

Mr. Steep. You haven’t seen any widespread acceptance among 
the consumers for that? 

Mr. BracksiEck. No, sir. 

Mr. Streep. I may say, just for your information, that after all 
these hearings we have gone through on this subject of milk, we have 
listened to it so much that my opinion of the gallon glass jug is that 
it dispenses less milk and causes more trouble among milk “vendors 
than any one thing I have ever heard of. 

Mr. BRACKSIECK. Well, yes, that is debatable. 

Mr. MacIntyre. This question to Mr. Shaffer. According to in- 
formation supplied the committee by you, Meadow Gold, during the 
period of June 26 through June 30, supplied a retailer with milk in 
glass gallon jugs at 71 cents per gallon. Do you recall that informa- 
tion? 

Mr. SHarrer. Yes, sir; that was our price during the pricing situ- 
ation. 

Mr. MacIntyre. What retailer was involved? 

Mr. SHarrer. Any retailer outside of the city limits of Denver 
could buy our glass gallon jugs at 71 cents. 

Mr. MacIntyre. And you made sales to retailers—it just wasn’t 
a retailer. You made sales generally to retailers at 71 cents? 

Mr. SuHarrer. Yes, sir. Now, when you speak of retailers, I as- 
sume you are speaking of stores? 

Mr. MacIntyre. Yes, sir. 

Mr. SHAFFER. Yes, sir. 

Mr. MacIntyre. What prompted you to make the 71-cent price 
to retailers? 

Mr. Suarrer. At the time that we came out with the gallon jug, 
the price on 2 half gallons at 36 cents was 72 cents a gallon in paper. 
We came out 1 cent less in glass jugs. 

Mr. MacInryre. And you made that differential—why? 

Mr. Suarrer. We felt that there is a differential between glass 
jugs and paper. Also, that competition at that time, I believe, was 
selling glass gallons at 69 cents out of their store. 

Mr. MacIntyre. What butterfet content was this milk you were 
selling at 71 cents in glass gallon jugs? 
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Mr. Suarrer. All of our homogenized milk is standardized at 3.35, 
sir, or as close to 3.35 as possible. 

Mr. MacIntyre. According to the testimony we had here this 
morning, that is about 48 cents a gallon—cost to you of the raw 
product? 

Mr. SHarrer. I couldn’t say offhand, sir, but I will accept that. 

Mr. MacIntyre. Is it your testimony that you covered all of your 
cost in the sale of that milk, in the glass gallon jug, in delivering it to 
stores at 71 cents? 

Mr. SHAFFER. Yes, sir; we feel so. 

Mr. MacIntyre. Will you supply a CPA account of your costs on 
that to the committee, confirming your testimony? 

Mr. SuHarrer. I am saying I feel that we did. I didn’t say defi- 
nitely we had. I said I think that we have. I have no figures that 
would substantiate it one way or another. 

Mr. MacIntyre. My question is, Will you inform the committee 
through a CPA’s statement that your costs were covered? 

Mr. Suarrer. If requested, certainly. 

Mr. MacIntyre. Mr. Chairman, I request that the witness furnish 
the committee with that information, so that the committee will 
know. It seems that we are not now in a position of knowing whether 
or not this was a sale at a level below cost. 

Mr. Streep. Well, of course, the committee would like very much 
to have authentic figures on it. How much trouble and expense do 
you estimate it would take to obtain such a statement? 

Mr. SHarrer. | haven’t any idea, sir. 

Mr. Steep. I don’t feel inclined to require a company to indulge 
in a needless expense. In some areas the State law and local law 
require a cost accounting system. ‘That, apparently, doesn’t prevail 
out here. And I relaize that a company with a multiple number of 
items that it is processing and selling, does have difficulty in bringing 
down to a fine point the actual cost of one item. 

I think we will take that under advisement, and perhaps let you 
know later as to what our position on it willbe. Right at this moment, 
I think that ought to ride, Counsel, and see if we can’t outline some 
request to them with which they can comply with a minimum of bother 
and trouble. We don’t want to be burdensome and unfair in our 
efforts to get these figures. We would like to be as liberal and gen- 
erous with you in our search for them as we can. 

Mr. SHarrer. Thank you. 

Mr. MacIntyre. Now, at this same time, you were selling milk 
in half gallon paper containers to stores at what price? 

Mr. SHarrer. Thirty-six cents a half gallon. 

Mr. MacIntyre. That was to stores generally? 

Mr. SHaFFer. Yes, sir. 

Mr. MacIntyre. Do you know w hether or not you were covering 
your cost by sale of milk at that price? 

Mr. Suarrer. No, sir; I do not. 

Mr. MacIntyre. Did you make any effort to ascertain? 

Mr. SuHarrer. No, sir. I was only trying to be competitive. 

Mr. MacIntyre. Testimony brought out here this morning is 
to the effect that Meadow Gold called King Sooper about 8 to 3:30 
on the morning of June 25, and offered milk at 36 cents. Were you 
the one that made that offer? 











312 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Mr. Suarrer. No, sir. I happened to be on my vacation at that 
time. 

Mr. MacIntyre. Who in your organization handled that? 

Mr. Suarrer. I would assume our sales manager handled it. 

Mr. MacIntyre. Under whose authority? 

Mr. Suarrer. I would assume it would be under his own authority, 
sir. 

Mr. MacIntyre. Authorized by you? Is he authorized to do that 
without consulting you? 

Mr. SuHarrer. Yes, sir; I think under the circumstances that he 
would be justified in making a decision such as that. 

Mr. MacIntyre. And that would be true even if that should 
prove to be at a level below cost? 

Mr. SHAFFER. Yes, sir. 

Mr. MacIntyre. Are matters of that kind discussed by you with 
Mr. Kall, as a company policy? 

Mr. SHarrer. To remain competitive? Or the pricing, sir? 

Mr. MacIntyre. To sell milk at prices below cost. 

Mr. Suarrer. We would discuss the situation; yes, sir. 

Mr. MacIntyre. And the decisions to do so—that is to make sales 
at levels below cost, to be competitive? 

Mr. SHarrer. Yes, sir. 

Mr. MacIntyre. Have you done it on any occasion to make the 
price in the first instance? 

Mr. SHarrer. Not that I remember of, sir. 

Mr. MacIntyre. I would like to ask Mr. Bracksieck this question. 
In making prices to people to whom you are delivering at home, you 
lowered your price to them to meet what you considered to be your 
competition through stores, didn’t you? 

Mr. Bracxksteck. You mean in the overall market drop on June— 
whatever it was? 

Mr. MacIntyre. June 25. 

Mr. Bracxsieck. Historically in this market there is a margin of 
1 cent a quart between the retail home delivery and out of store sales. 
And we maintain that margin. If the price drops out of the super- 
markets, we automatically, the next day, lower our price, and main- 
tain a l-cent a quart spread. 

Mr. MacInryre. When the sales manager of Meadow Gold made 
the 36-cent price to King Soopers on the morning of June 25, knowing 
that was going out of stores at 39, that meant you were going to drop 
your price to 40 cents to homes? 

Mr. Bracxsisck. I didn’t know they had lowered their price to 
King Soopers at all. 

Mr. MacIntyre. You didn’t know that King Soopers advertised 
the price that morning? 

Mr. Bracksieck. I knew that King Soopers had advertised a 
lower price. But you asked if I knew Meadow Gold had lowered their 
price, and I say no to that question. 

Mr. MacIntyre. So you lowered your price on the basis of King 
Soopers ad? 

Mr. Bracxsteck. That is correct. 

Mr. MacIntyre. And that is to what level? 

Mr. Brackxsigeck. Well, not exactly—the entire market had dropped 
by the next morning—not just because King Sooper had lowered its 
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price. We lowered our price the next morning. But the entire 
market out of the chainstores, all the supermarkets, had dropped that 
particular day. Well, then, the next morning we lowered our price. 

Mr. MacIntyre. So the next morning you lowered your price in 
your deliveries to homes because the preceding day all of the chains 
had lowered their price to 39 cents? 

Mr. Bracksieck. Correct. 

Mr. MacIntyre. And your price to homes became what the follow- 
ing day? 

Mr. Bracksieck. 41 cents, on the half gallon. 

Mr. MacIntyre. In paper or glass? 

Mr. Bracxsreck. All glass. 

Mr. MacIntyre. All glass? 

Mr. BracksteEck. Yes, sir. 

Mr. MacInryre. And that continued for what period of time? 

Mr. Bracksieck. That continued from—well, June 26 until August 
1. It would be June 26 through July 31, inclusive. 

Mr. MacIntyre. And commencing August 1, what did the price 
go to? 

Mr. Bracxsiseck. We sold for 49 cents a half gallon. 

Mr. MacIntyre. And has that been the case since then? 

Mr. Bracksieck. Yes, sir. 

Mr. MacIntyre. Were you of the view that you were covering 
your costs when you were selling at 41 cents a half gallon, delivering 
it to homes? 

Mr. BracxsiEeck. Well, we were not sure. Again, I say it is very 
difficult to pinpoint costs on a specific item when you have multiple 
items being processed in a dairy. We don’t break it down to that 
fine a point. The fact remains that we were only being competitive, 
in order to retain our customers. 

Mr. Steep. You would have been competitive even though you had 
positively known you were losing money in doing so? 

Mr. Bracxsteck. We would have had to be competitive, right. 

Mr. Strep. What system do you use in the employment of your 
route men? Do they work on a salary, or commission, or how do you 
employ them? 

Mr. Bracksieck. Our route men are union personnel, and they 
work under the union contract. It is a base plus a commission. 

Mr. Steep. When the price situation changes as radically as that, 
what sort of an adjustment do you have to make with them on the 
commission part of their income? 

Mr. Bracxsieck. We make none. 

Mr. Streep. They absorb the loss right along with you? 

Mr. Bracksieck. Right, sir. 

Mr. Streep. So far as you know, is that the system used by most 
other companies in the delivery of milk to homes? 

Mr. Bracxsieck. I assume so. I have heard nothing to the 
contrary. 

Mr. Streep. Mr. Shaffer, in the course of your business, you gentle- 
men have already said that, like others in this market, you do make 
loans, you do furnish some equipment, you do other things of that sort 
in the customer relations part of your operations. In these prices 
that you quote for your milk, do you also give discounts? 
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Mr. SuarFrer. To be competitive, yes, sir. 

Mr. Streep. The committee does not want to require any company 
to violate trade secrets. We hope we can get the information short 
of that. You will have to be the judge when we delve too deeply, 
come too close to requiring you to reveal some company secret that 
would be harmful to you and helpful to your competitors to know it. 

Perhaps I could ask it this way. What is the maximum discount 
that a customer could expect to receive from your company, under the 
most favorable circumstances? 

Mr. roaemcilgar This is going to be a little difficult for me to answer. 

Mr. Streep. I don’t want to ask you the direct question of what is 
the most discount you have granted. I am trying to get some guide 
as to about the range of the discount that you might engage in. 

Mr. SHarrer. I may take a minute or two to answer this, if it is 
all right. 

The discounts that we have at the present time have been given to 
our customers to be competitive with discounts that have already been 
offered to them of a higher amount. Our maximum discount is less 
than discounts that have been offered to customers that have our 
highest discount. 

Mr. Steep. Do you base a discount to a customer on the basis of 
having to meet competition, or do you have discounts you grant by 
volume? 

Mr. SuHarrer. Our discount is made to be competitive, sir. 

Mr. Streep. Well, could that cause you to get into a situation of 
supplying one retail outlet with a commission for a certain amount of 
milk, and then in another part of your area you supply another retail 
outlet without a discount? 

Mr. Suarrer. Yes, sir, this could happen. 

Mr. Steep. On what do you base the need for meeting competition? 
Do you 1 take the dealer’s statement for it? 

Mr. SHarrer. We have given some discounts on that reason. 
Other times we have refused discounts and lost the customer, and 
wish we had given discounts. 

Mr. Steep. Doesn’t that leave you in a rather tight spot sometimes, 
when you wonder whether or not the customer is telling you about a 
legitimate offer or discount when it is possible that he got his proposi- 
tion only through the figment of his own imagination and is trying to 
take advantage of you? 

Mr. Suarrer. We have some information in our files from customers 
that are signed by competitors on discounts that have been offered. 

Mr. Sreep. Well, obviously, if a customer had a written offer from 
another dealer to grant him a discount, you would have no difficulty 
in knowing how to meet that? 

Mr. Suarrer. Yes, sir. 

Mr. Steep. But | was talking about the situation where someone 
called you up and said, “I can get milk from someone else at the same 
price you are charging plus a discount,”’ and then you have the 
decision to make whether or not you think you should compete with 
it or reject it. 

Mr. Suarrer. Yes, sir, that is correct. And, as I say, we have 
rejected a number of them, and lost the account by ares them. 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 315 


Mr. Steep. How do you square yourself with those who get no 
discount, if they know you have other customers who receive a 
discount? 

Mr. SHarrer. Evidently 

Mr. Streep. I don’t ask this question to harass you. I am asking 
it only to point up another way that an industry like milk can work 
itself far into a chaotic situation, through some of these practices, 
some of the problems that men like you have to compete with in 
order to try to maintain a business. 

I assume, and I think most everyone could infer, that you would be 
permitted to deal on a uniform basis, treating all alike. And the 
purpose of these questions is not to harass you, but to show that a 
contributing factor in demoralizing the market does come from the 
fact that these practices grow up in an area and are themselves factors 
in causing disturbances. 

Mr. MacIntyre. To follow there where Mr, Steed has just asked 
you that question, on the morning of June 25, when the sales manager 
called King Soopers and offered them a 36-cent price for paper, did 
you offer that to all other customers? 

Mr. SHarrer. Yes, sir. 

Mr. MacIntyre. Now, this morning one of your customers testi- 
fied that due to an + Agr rac by someone higher than he in his 
organization, and with someone rather high in your organization, 
there had been an arrangement ie a 10-percent discount, volume dis- 
count. Who in that organization made that arrangement with 
that customer? 

Mr. Suarrer. I believe there was a misunderstanding there, if I 
am not mistaken. The arrangement that_he mentioned about he 
said had been made prior to his arriving to Denver—that | he came to 
Denver to ma age these stores at the time they sold out to a national 
concern, and that this arrangement to buy from Meadow Gold had 
been made prior to his arrival, that we have sold this particular ac- 
count for a good many years on an exclusive basis. 

Mr. MacIntyre. And including the discount for quantity? 

Mr. SHarrer. Yes, sir; we have a discount with them. 

Mr. MacIntyre. Now, my question, fullowing up Mr. Steed’s 
questioning, is this: Are all of your customers allowed the same 
quantity discount opportunities as that one customer? 

Mr. Suarrer. No, sir. We try to be competitive on quoting any 
discounts. 

Mr. MacIntyre. So that particular customer has an advantage 
by being in a somewhat competitive situation that other customers 
are not? 

Mr. Saarrer. Yes, sir. However, if we had not made a discount 
to this customer to the amount that we did, we probably wouldn’t 
be serving them. 





Mr. Steep. Are you saying that you feel that he n needs this arrange- 
ment with you in order for him to compete with his competitors 


and have a chance to move a quantity of your prod. uct through his 
store? 

Mr. SHarrer. No, sir. What I am saying is he was offered a 
greater discount than he was receiving 
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Mr. MacIntyre. Will you please state for the record the terms of 
that quantity discount arrangement—that is, on what quantities it 
applied, the percentage of discount? 

Mr. SHaFFer. That is a flat discount, sir. 

Mr. MacIntyre. Of what percent? 

Mr. SHarrer. Ten percent. 

Mr. MacIntyre. On what quantity? 

Mr. SHarrer. There is no quantity involved, sir. 

Mr. MacInryre. In other words, any and all amounts or quantities 
that customer buys? 

Mr. Suarrer. It is a flat discount; yes, sir. 

Mr. Strep. Does a discount arrangement of that sort by your com- 
pany require payment by a certain time? 

Mr. SHaFrrer. No, sir. 

Mr. Stexp. How far does your credit extend? 

Mr. Suarrer. This particular account is a weekly account, and pays 
weekly. 

Mr. StrEp. So there would be no time element then involved in the 
payment provisions? 

Mr. Ssarrer. No, sir. But the reason that that discount was 
given was, as [ say, because they had received a considerable amount 
more offered to them. 

Mr. Strexrp. Are you in a position to tell us of your own knowledge 
what other company made to him the offer of a larger discount? 

Mr. SHarrer. [ would prefer not to, sir. 

Mr. Strexrp. Well, we won’t insist on it. 

Mr. MacIntyre. This 10 percent discount was made by you from a 
36-cent price made him on June 25? 

Mr. SHarrer. Yes, sir. We didn’t eliminate any discounts because 
of the lowering of the price. 

Mr. MacIntyre. That resulted in a net to you of 32.4 cents per 
half gallon, is that correct? 

Mr. SHarrer. That is correct, sir. 

Mr. MacIntyre. And the paper container cost you about 4% 
cents? © 

Mr. Suarrer. I couldn’t tell you the exact—I know that our costs 
on half gallon paper is a little over 2 cents a half gallon for the carton 
itself. For the balance of the wax and so on, I couldn’t give you a 
figure, sir. 

Mr. MacIntyre. It is approximately 4% cents, isn’t it? 

Mr. SHarrer. [ couldn’t say, sir. 

Mr. MacIntyre. You have never made a study of it? 

Mr. SHarrer. No, sir. 

Mr. MacIntyre. What is your average delivery costs, from your 
dock to these stores, of the half gallon paper? 

Mr. Suarrer. I haven’t got a breakdown on an individual item, 
sir. 
Mr. MacIntyre. Would you say something like 2 to 4 cents— 
would it be in that range? 

Mr. SHarrer. Delivery cost? 

Mr. MacIntyre. Yes; from your plant to the stores that you serve. 

Mr. SuHarrer. This would include everything? 

Mr. MacIntyre. The handling, transportation costs, from the 
dock to the store. 
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Mr. Suarrer. That would probably be fairly close. But, again, 
I could not say, sir. 

Mr. MacIntyre. Closer to 4 cents’a half gallon than it would be 
2, wouldn’t it? 

Mr. SHarrer. No, sir; I don’t believe so. 

Mr. MacIntyre. It would be in excess of 2 cents, though, in your 
judgment? 

Mr. SHarrer. I would assume so. 

Mr. MacIntyre. And do you have any estimate at all that you 
can give us of plant, processing, and packaging costs? 

Mr. SHarrer. Not offhand, I couldn’t, sir. 

Mr. MacIntyre. You have no idea of what that would run? 

Mr. SHarrer. No, sir. There are so many variables that enter 
into the thing that it would vary from day to day, I believe. 

Mr. MacIntyre. You are willing to accept figures that we had 
given us here this morning, that your cost of the milk would be about 
25 cents a half gallon? 

Mr. SHarrer. Definitely—there is no argument on that, sir. 

Mr. MacIntyre. You well remember that. And to that would 
have to go the package, your packaging costs, and the delivery costs? 

Mr. SHAFFER. Yes, sir. 

Mr. MacIntyre. And your overhead, on top of that? 

Mr. SHAFFER. Yes, sir. 

Mr. MacIntyre. And all of that would have to be checked out 
against this 32.4 cents per half gallon price that you quoted to this 
man on the morning of June 25, 1s that correct? 

Mr. SHarrer. Yes, sir. 

Mr. Macintyre. Now, are you prepared to testify that in your 
judgment all of those costs of yours were better than covered by a 
32-cent price? 

Mr. SHarrer. No, sir, I wouldn’t testify that our costs were covered, 
because I don’t know what our costs would be, sir. 

Mr. MacIntyre. Isn’t it your judgment that they were not 
covered, that you were making sales at prices below cost? Isn’t it 
your judgment that that is true? 

Mr. Srerp. Let me ask the question this way. Did you feel, when 
that situation prevailed, that you were operating your plant on that 
item profitably? 

Mr. SHarrer. Again, I am only assuming—— 

Mr. Steep. Well, if your stockholders asked you that question, 
what would have been your answer? 

Mr. SHarrer. I am afraid I would give them the same answer 
that I couldn’t say. I am assuming that it would be very close or 
possibly in this particular instance would be below cost. But I 
couldn’t say that that is fact, sir. 

Mr. Srreep. If you owned the plant and had to operate it on the 
margin of profit that you thought you were making that day, would 
you feel that you had a good investment? 

Mr. SuHaFrrer. No, sir. 

Mr. Sreep. Aren’t you saying, though, that in order to meet 
competition, you would have taken the course you did, even though 
vou had known you were losing money? 

Mr. SHAFFER. Yes, sir. 
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Mr. Jounson. I would like to ask a few questions about the general 
nature of the operation. Although you are part of a national organi- 
a you process all the milk and milk products you sell in this area 
locally? 

Mr. SHAFFER. Yes, sir, the Denver metropolitan area. 

Mr. Jounson. You do not ship in, or do you ship in things like but- 
ter, orange drink, and malted milk? Or what is the arrangement? 

Mr. Suarrer. I am not over that operation, sir. That comes from 
another plant. 

Mr. Jonnson. Could those who are here with you speak as to 
whether or not you actually process all of your milk products in 
the Denver area or do you ship in from other affiliates? 

Mr. Kau. We process all our milk products right here in Denver. 

Mr. Jounson. Of what you process here—— 

Mr. Kati. When you say all, there is probably one item or so we 
might buy on the market. 

Mr. Jounson. I assume you grow no oranges here. 

Mr. Katt. No, that is right. I mean generally speaking, yes, sir. 

Mr. Jounson. Your ice cream and cottage cheese and so on are 
locally produced or processed? 

Mr. Kati. When you say cottage cheese, we are now processing 
cottage cheese in another plant, in Greeley, Colo. 

Mr. Jounson. Of what you process in Colorado, is all of it sold in 
Colorado, or does your division extend over a whole territory of 
several States? 

Mr. Kati. Now, are we talking about Denver now? 

Mr. Jounson. I am raising the broader question. You are operating 
here essentially as Denver companies, but do you ship the items which 
you process here locally into a broader area? 

Mr. Kaui. When we say locally, are we talking about Denver? 

Mr. Jonnson. The Denver metropolitan area. You ship through- 
out the northern part of the State, certainly? 

Mr. Katt. To retail customers? 

Mr. Jonnson. Yes. 

Mr. Katt. No, sir, not out of this plant, the Denver plant. 

Mr. Jounson. The Denver plant only serves the metropolitan 
area? 

Mr. Katt. Yes, sir. 

Mr. Jonnson. You are not shipping bottled milk or milk products 
even to outlying stores in northern Colorado? 

Mr. Kati. No, sir. When you are talking about metropolitan 
now, I assume you are talking about Brighton 

Mr. Jounson. Yes, sir, let’s say a 30-mile radius. 

Mr. Kat. Yes, sir. 

Mr. Jounson. So that your local operation here is strictly in the 
metropolitan area? 

Mr. Katt. Yes, sir. 

Mr. Jounson. And out of your Greeley plant—you have a plant 
in Greeley? 

Mr. Kau. Yes, sir. That goes as far north as Cheyenne, where 
we have a branch plant. And then we go east out of there to Scotts- 
bluff, Nebr., which is another hundred miles. 

Mr. Jonnson. But that would be out of the Greeley plant? 

Mr. Kat. Yes, sir. 
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Mr. Jounson. And the price you quoted here in the Denver area, 
that counsel has been discussing, was a price to stores in the Denver 
area, and not for your operations out in the Greeley plant? 

Mr. Kauu. We had some prices that came out of the Greeley plant 
that was a competitive condition with plants that are existing in the 
Denver area. In other words, where there is a company that goes 
out into our area, and we meet in the same towns these competitive 
conditions, we had to meet their prices in those particular areas. 

» Mr. Jounson. So your Greeley plant would have quoted a com- 
petitive price, to use your phrase, where the local market situation 
required it? 

Mr. Kau. Where it was necessary. 

Mr. Jounson. But otherwise you have a basic price policy which 
did not change at the Greeley plant? 

Mr. Kau. That is right, sir. 

Mr. Jounson. During the price war situation. 

Mr. Katt. That is right, sir, yes, sir. 

Mr. MacIntyre. That left your prices, then, in the territory 
served by the Greeley plant over in Wyoming at about 47 cents a 
half gallon? 

Mr. Katt. I can’t answer that question, sir, because I can’t keep 
abreast of all the pricing in these areas. But I would say that it 
would be generally what the price was in that area. When you start 
talking about towns, I cannot honestly answer those questions. It 
is impossible. 

Mr. MacIntyre. You have no knowledge of the price in that area 
being depressed as it was in Denver? 

Mr. Kau. That is a correct, statement; yes, sir. 

Mr. MacIntyre. And that is under your supervision, is it? 

Mr. Katt. Yes, sir. 

Mr. MacInryre. And you do ship milk into the Cheyenne branch 
plant out of the Greeley plant? 

Mr. Katt. Yes, sir. 

Mr. MacInryre. That is done regularly? 

Mr. Kauu. Yes, sir. 

Mr. MacIntyre Do you also ship out of Colorado from some plant 
into Kansas? 

Mr. Kati. Some plant in Colorado into Kansas? No, I don’t 
believe so—not when you are talking about fluid milk. 

Mr. MacInryre. But you did mention Scottsbluff, Nebr.? 

Mr. Katt. Yes, sir. 

Mr. MacIntyre. As another out-of-State location served from 
Greeley—directly? 

Mr. Kauu. Yes, sir. 

Mr. MacIntyre. Now, there was testimony this morning by a 
representative of the government of the city of Denver that at the 
opening of this so-called milk price war, June 25, that Beatrice Foods 
had ordered milk shipped in from Wisconsin, and from Utah. Were 
you acquainted with those orders? 

Mr. Katt. Yes, sir. 

Mr. MacIntyre. Did you make them? 

Mr. Katt. I want to retract that. I can’t recall if it was Wis- 
consin. I mean you are talking about different specific places, loca- 
tions. I can’t say that they were definitely those two locations. 
But we did have to receive outside milk; yes, sir. 
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Mr. MacIntyre. On June 25, or 

Mr. Katt. I will go along with whatever you say on that. I can’t 
remember these dates. 

Mr. MacIntyre. And according to the record here, that milk was 
received and was inspected over the weekend, Saturday night? 

Mr. Katt. I imagine it was. Yes, I imagine it would be; yes, sir. 

Mr. MacIntyre. Was that ordered in anticipation of the milk 
price war increasing your volume in Denver? 

Mr. Katt. I should say not. 

Mr. MacIntyre. What prompted the orders to be placed? 

Mr. Kau. We were short of milk, and we had to get milk in for 
that. It wasn’t in anticipation at all. We were just short of milk, 
and that happens to us occasionally. 

Mr. MacIntyre. I believe the information of the subcommittee 
is that at the same time an increase was made in the shipments of 
milk out of Denver to the Greeley plant for manufacturing purposes— 
that is, class I milk went out and had to be counted as surplus, going 
into manufacturing. How do you account, then, for a shortage 
occurring on that very date in Denver? 

Mr. Katt. This is an operating problem, and this is something that 
I cannot answer, sir. I have no idea about these operating problems. 
I can’t answer that question. I am sorry. 

Mr. MacIntyre. You are not acquainted, then, with the problem 
that led to the shipment of surplus class I milk out of here to Greeley 
for manufacturing purposes on the weekend you were importing it from 
Wisconsin and Utah? 

Mr. Kau. No, sir; lam not. And I don’t know whether it was— 
it was shipped out of here, now—it could have been shipped directly 
into the Greeley plant. But I can’t ever recall milk being shipped out. 
But that is altogether possible. 

Again, I can’t answer this question. 

Mr. MacIntyre. But you are not acquainted with the supply and 
demand factors that prompted that? 

Mr. Kau. No; I am not. 

Mr. MacIntyre. Well, what supply and demand factors, then, 
prompted you to have the milk ordered from out of State for Denver 
that weekend? 

Mr. Kaui. The plant superintendent ordered that milk out. I 
didn’t order the milk out, sir. But the man that is operating the 
plant ordered the milk out, and I assumed he was short of milk. And 
any time we are short of milk for our bottling purposes for the Denver 
market, we have to buy outside milk. 

Mr. Jounson. Is it shortage due to the inability of the milk pro- 
ducers here locally at a given time to provide you your requirements? 

Mr. Kau. Yes, sir. 

Mr. Jounson. And the plant superintendent has the power to buy 
additional milk? 

Mr. Katt. Yes, sir. 

Mr. Jounson. The shipment from Wisconsin was, I believe, from 
Monroe, Wis. What length of time do you normally figure for a 
shipment to take over that distance, a thousand-mile trip? 

Mr. Katu. Now, here is where I am guessing because, again, this 
is not my problem. But [ assume it would take overnight, or some 
such period of time, wouldn’t you? 
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Mr. Jounson. I should say it would take a full 24 hours—24 to 30 
hours. 

Mr. Kauu. Yes; I would think so. 1 calculated it just by number 
of miles. 

Mr. MacIntyre. This question to Mr. Bracksieck. You were 
making plans as far back as February of 1959 for the introduction of 
the gallon jug in the Denver area, were you? 

Mr. BracksiEck. Yes, sir. 

Mr. MacIntyre. Isn’t it a fact that during that month you made 
remarks to people in the industry, in Denver, that unless quantity 
discount practices were discontinued on their part that you would 
introduce the gallon jug to teach them a lesson? 

Mr. Bracksieck. Absolutely not. 

Mr. MacIntyre. What did you tell them in that regard? 

Mr. Bracksisck. I didn’t tell them anything at all. We didn’t 
make any announcement. They found out we had the gallon jug 
washer when they saw it sitting outside our plant, before we had taken 
it inside. It is immaterial to me what the other people do. We 
try to run our dairy to the best of our ability, and operate it at a 
reasonable profit, and what they do is no concern of mine. 

Mr. MacIntyre. Is it your testimony you did not make a com- 
plaint to them about discount policies? 

Mr. Bracksieck. No, sir. 

Mr. MacIntyre. What is your testimony on that? 

Mr. Bracksieck. I would say this—they have called some—some 
of the other dairies called to see if we would hold up on the packaging 
of gallon jugs. 

Mr. MacIntyre. What did you tell them? 

Mr. Bracksreck. I told them that we had not decided just what 
we would do with the gallon jug. They wanted to know what the 
price would be. And I again told them I didn’t know just exactly 
what we would price it for or at. And we didn’t know. 

Mr. MacIntyre. You did tell them at that time that you were 
planning to introduce the gallon jug? 

Mr. Bracxsieck. Well, I assume they would gather that much, 
inasmuch as we bought the equipment. 

Mr. MacIntyre. You do not recall any discussion with anyone 
about that at that time? 

Mr. Bracksreck. No, sir; I certainly do not recall it. If I discussed 
it—— 

Mr. MacIntyre. And is it your testimony you made no complaints 
to anyone at that time about their discount practices? 

Mr. Brackstseck. To the best of my knowledge, I don’t recall of 
any complaints. I can say this, that maybe I didn’t particularly care 
for the discounts in the market. But as far as my stating that I 
recall making complaints to any specific party, no; I certainly don’t 
recall it. 

Mr. Streep. Would you say that in discussing the milk situation 
generally, that you made any comment, favorable or unfavorable, 
regarding the discount practice as a matter of policy? 

Mr. Brackstieck. I certainly don’t recall. 1 don’t remember. 

Mr. Srrep. Have you had any other ideas of your own about 
whether it is a good or bad thing in this market? 

Mr. Bracksieck. You mean the discount problem? 
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Mr. Streep. Yes. 

Mr. Bracksteck. Well, I might have had some ideas, but I don’t 
think it would correct the discount situation. 

Mr. Streep. Well, I mean do you recall ever having given voice to 
the fact that you held some views on the subject? 

Mr. Bracksi«cck. I don’t remember; no, sir. 

Mr. Sreep. If some other dealer had asked you what you thought 
about it, what would have been your answer? 

Mr. Bracksieck. You mean about the discount as a whole or about 
the gallon jug? 

Mr. Streep. The practice of giving a discount. 

Mr. Bracksieck. Well, first, those are all personal opinions. You 
know, everyone has his own opinion about how he should run his 
business. 

Mr. Steep. What is your opinion? 

Mr. Bracxsieck. I don’t think discounts are good. It is certainly 
never our intention to sell at a low price. But at times, to keep our 
customers, we are forced to sell at a discount—at specific instances— 
not generally, but in situations, particular situations. 

Mr. StEED. W ell, in your experience here, do you feel that the dis- 
count policy as it has been practiced has been a contributing factor to 
instability in this market for milk? 

Mr. Bracxsreck. I don’t think there have been really any policies 
concerning discounts. I mean if you are talking about home delivery 
dairies, I think it is just something that happens or occurs when the 
situation is necessary. I don’t think—well, I will say that probably 
some dairies have had a quantity discount over a period of years, yes, 
but there has been no general policy to my knowledge that would 
govern the entire market. 

Mr. Srerp. The reason we ask these questions is this: In some areas 
where we have been, where they have had price wars, we found that in 
that particular market no one made loans, no one furnished equip- 
ment, no one gave discounts; their troubles came from other sources. 
And then in some districts we found these practices that are so pre- 
valent here. And it is to determine the extent and the scope of such 
marketing policy and practices that we ask these questions. It is so 
that we can draw some comparison about the general trade practices 
in one area and another, hoping that in reviewing the causes and effects 
of price wars throughout the country, we can focus some idea about the 
overall factors that get mixed up in these things and get a clearer pic- 
ture of the national problem. 

We do find, beeause of geography, climate, many other reasons, 
variations in these things. But then there are other points that we 
find‘run pretty much through all of them—they all have some things 
in common. 

Mr. MacInyrre. Mr. Shaffer, in your operation of the Meadow 
Gold Division of Beatrice Foods, you make sales of butter to the 
supermarkets in Denver, do you? 

Mr. Suarrer. Yes, sir. 

Mr. MacInyrre. And the prices at which you have sold butter 
during June and July of this year have been at about what level? 

Mr. Suarrer. I believe, if I am not mistaken, 72 cents a pound, sir. 

Mr. MacInyrre. 72 cents? 

Mr. SHarrer. Yes, sir. 
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Mr. MaclInytre. That is on packaged cut butter? 

Mr. SuHarrer. Yes, sir. 

Mr. MaclInyrre. And that, therefore, is above the Chicago price 
of about 58 cents? 

Mr. SHAFFER. Yes, sir. 

Mr. MaclInytre. A pound—on uncut carload butter? 

Mr. SHAFFER. Yes, sir. 

Mr. MacInyrre. You are aware that Meadow Gold butter is 
being offered to these supermarkets at 55 cents a pound, 59 cents a 
pound? 

Mr. SuHarrer. No, sir. 

Mr. MacInyrre. You have never seen your butter advertised at 
those prices? 

Mr. SHaFrFrer. Not that I recall, sir. 

Mr. Macintyre. Would you be surprised if you were to see ads 
carrying a price of 55 to 59 cents on Meadow Gold butter? 

Mr. SHarrer. Yes, sir; I am sure I would be. 

Mr. MacIntyre. Did you notice the ads? 

Mr. SHarrer. No, sir. 

Mr. Macintyre. If it were being sold by them at that price, it 
would be below the price they pay you for it? 

Mr. SHarrer. I am quite sure that is correct. 

Mr. MacIntyre. Are you certain? 

Mr. SHAFFER. NO, sir. 

Mr. MacIntyre. Well, it would be if you were selling them at 72 
cents. Are you certain, then, about your 72-cent price? 

Mr. SHarrer. Our 72-cent price was—if I am not mistaken, 72 
cents is the market price on butter. If there was a special, 1 am 
not familiar with it. 

Mr. MacIntyre. Well, have you had specials that resulted in you 
giving supermarket prices of 10, 15 cents off the regular price? 

Mr. SHarrer. Not to my knowledge, sir. 

Mr. Macintyre. Well, you are the manager. You would know if 
it happened; wouldn’t you? 

Mr. SHarrer. I should know; yes, sir. 

Mr. Jounson. If you give a 10-percent discount to some stores, 
does that cover butter? 

Mr. SHarrer. No, sir. 

Mr. Jounson. The discount only covered fluid milk? 

Mr. SHarrer. That is correct. 

Mr. Jonnson. But the 72-cent price is your firm price? 

Mr. Suarrer. Right now, | can’t answer because | don’t know 
of any 

Mr. Jonnson. When you speak of that as your normal price, there 
are no discount arrangements on butter? ‘The discounts that you 
have 

Mr. Suarrer. If there is a special price on butter, it might be for a 
3-day period. But I am not familiar with it. 

Mr. MacInryre. And if you should have a price that is special, 
permitting the supermarkets to buy it from you and still resell it 
without selling it below cost; at 55 cents, it would be below cost to you, 
wouldn’t it, in that instance? 

Mr. SHAFFER. Yes, sir; but I sure don’t know of any that you are 
speaking of, sir. 
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Mr. MacIntyre. So those instances, if it should be shown that they 
occurred, it would be below your cost or below their cost, one or 
the other? 

Mr. SHAFFER. Yes, sir. 

Mr. Maclinryre. Now, about cottage cheese. In the sale of 
cottage cheese by supermarkets at 15 cents a pound, would that be 
below cost? 

Mr. SHAFFER. It isn’t below what I pay for it. 

Mr. MacIntyre. What about your price at which you sell it? 

Mr. SHarrer. How do you mean, sir? 

Mr. MaclInryre. Is 15 cents below the price at which you sell it? 

Mr. SHarrer. Not on a special occasion, it might not be. 

Mr. MacInryre. What is the lowest price at which you sell it on 
& special occasion? 

Mr. SHarrer. I couldn’t say offhand. It would depend on what 
the competition is, has gone on before, what has happened in the 
market prior to this sale. 

Mr. MacInryre. Isn’t it a fact that you have made sales at 12% 
cents? 

Mr. SHAFFER. Yes, sir. 

Mr. MacIntyre. Sales of 12% cents—is that below the cost to 
you of the cottage cheese? 

Mr. SHarrer. NO, sir. 

Mr. Macinryre. What did it cost you? 

Mr. SHarrerR. As I remember, my price is 12% cents a pound, and 
this 12% cents you are speaking of is per 12-ounce carton. 

Mr. MacIntyre. So you were paying 12% cents a pound and selling 
it in cartons on special occasions, 12-ounce cartons, at 1234; is that 
correct? 

Mr. SHarrer. I am sorry. I say the 1234 cents, I believe, is the 
transfer price that I pay for the cheese. That is on a pound basis. 
I would have to break it down. That would make it around 10 cents, 
I imagine, or thereabouts, I am paying for it, in a 12-ounce carton. 
I would sell it at 124 cents if I have to be competitive. 

Mr. MacIntyre. Even though that would be below your cost? 

Mr. SHarrer. Yes, sir, again—to be competitive, 1 would sell it 
at that; yes, sir. 

Mr. MacIntyre. And you recall instances where you have sold it 
at 1234? 

Mr. SHarrer. Where we have had to; yes, sir. 

Mr. Steep. Gentlemen, we may later on communicate with you 
about the specific request for some pricing data. For now, we will 
do our best. 

And I do want to express our appreciation to you for being here 
and cooperating with us. We want to apologize for the time we have 
taken. We realize you are busy men. We want to express our 
thanks to you for your help. 

Mr. SHarrer. You are welcome, sir. I hope we have been of some 
help. 

Mr. Steep. Is Mr. Carl Perry here, please? 

Mr. Perry. I would like to introduce our counsel, Mr. Richard 
McLaren. 

Mr. Steep. Mr. Perry, will you identify yourself for the record, 
and also your attorney? 
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Mr. Perry. I am Carl Perry, assistant manager, Sealtest Foods, 
Denver. 

Mr. McLaren. Richard W. McLaren, Chicago. 

Mr. Steep. Do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Perry. I Do. 


TESTIMONY OF CARL PERRY, ASSISTANT MANAGER, SEALTEST 
FOODS, DENVER; ACCOMPANIED BY RICHARD W. McLAREN, 
CHICAGO 


Mr. Perry. Mr. Chairman, I have a short, very short, prepared 
statement here. May I lead off with it? 

Mr. Streep. Oh, yes; you proceed in your own way. 

Mr. Perry. I have been here in Denver market for about 9 years. 
i was with Garden Farms before it was sold by the Steffan family 
of Wichita, to National Dairy in 1955. I have heard the testimony 
of the witnesses this morning, and I particularly want to answer some 
of the things said by Owens, United Dairy representatives, and some 
other competitors. 

I can’t answer Mr. Owens charges specifically, because they are so 
broad and general. But I can say this. Our home-delivery volume 
is down, too. Right now, approximately 12 percent in the last year. 
[ am sure that he is probably taking more business from us than we 
have taken from him. The same thing is true of United Dairy. I 
might say, as to United Dairy, that they are nonunion. We are 
unionized. We had a strike in 1956. They took every drop of 
business from us that they could get. And I think they have kept it 
all. 

Since 1955, when National Dairies acquired Garden Farm, we have 
barely held our volume. We think our share of the market is down 
substantially now, as against 1955. 

I am sure United’s volume is up. My estimation is it perhaps is 
double. And I think Mr. Cochran’s figures would show that. 

We have had to meet prices, including Owens and United Dairies, 
to hold our business. It is our policy to run our business legally and 
ethically, and to make a profit. We do not sell below cost unless we 
are forced to when the whole market goes down. 

I do not think the committee understood Mr. King’s statement of 
the sequence of events on June 25. After the Kings ad appeared, 
Safeway met the 39-cent price, so did Miller’s, and many other stores, 
of course, followed. When this happened, the dairies cut their prices 
to 36 cents. We held out as long as we could. When it became 
apparent that the whole market had gone to 36 cents, that is when we 
dropped, and not until then. 

Another thing I would like to clear up—I am sure that Mr. King 
was speaking from memory in regard to the private label that we 
make for him. The initial price when we started with Mr. King, on 
a private label, was 0.3521, and we started in April of this year. Iam 
sure that Mr. King would want these corrections made. 

We did not reduce the price until June, 1st of June 1959, when it 
was reduced to 0.3449. 











326 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Mr. King came to us and asked us to figure on the basis of a dock 
pickup. Now, Mr. King has been doing business with our farm since 
1934. And he wanted a dock pickup from our dock. Except for the 
one store in Colorado Springs, and the one at Pueblo, we are delivering 
to those stores on a temporary basis. This milk 1s to be picked up 
at the dock, as soon as arrangements are worked out. In other words, 
this milk too will be picked up at our docks. 

I will be glad to answer any questions that you might have. 

Thank you. 

Mr. MacIntyre. I believe you stated you have been manager for 
about 4 years? 

Mr. Perry. No;Ihaven’t been manager. My title is assistant 
manager. I have been assistant manager since February of 1959. 
I have been employed by the old Garden Farm and subsequently by 
Sealtest since 1950. 

Mr. MacIntyre. In your capacity that you just described, you 
have been acquainted with the pricing of milk by Sealtest, then, for 
how long? 

Mr. Perry. Well, intimately, since I have been sales manager, 
which was in 1957, closely connected with it since 1957. 

Mr. MacIntyre. Well, first, before I ask you about the operations, 
I would like to ask you if you have reviewed the Denver Post con- 
sumer analysis of the Denver market. 

Mr. Perry. I have seen it in passing, that is all. 

Mr. MacIntyre. You have not seen the figures in there that pur- 
ported to reflect Sealtest operations to which you take exception; 
have you? 

Mr. Perry. I would not say that they were correct or incorrect. 
I would much rather go by Mr. Cochran’s figures, because I don’t 
know how these figures were arrived at. 

Mr. MacIntyre. To the extent that they would be consistent, 
you would accept both; would you? 

Mr. Perry. If it were consistent with Mr. Cochran’s figures; yes. 

Mr. MacIntyre. I| want to call attention to the fact that on home- 
delivered milk, the Denver Post survey shows that from 1957 through 
1958, Sealtest increased its share of the market from 5.3 to 5.4. You 
saw that in reviewing that survey, I suppose. 

Mr. Perry. I am sure that 1 saw it. I think that could be con- 
sistent. I think those are not—they are close enough together that 
it could be, and, again, I say I would rather have Mr. Cochran’s 
figures. I don’t know how consistent they are. But I would more 
rely on Mr. Cochran’s figures. I do know, if I might add this, that 
we have taken off quite a number of routes which would make me 
think that these figures are not consistent. 

Mr. MacIntyre. Now, coming to a discussion of this pricing of 
milk, effective June 25, 1959, you heard the testimony this morning 
to the effect that a representative of your office called King Soopers, 
and informed them that you would reduce the price of milk on that 
morning. Do you recall that testimony? 

Mr. Perry. Yes, sir; I do. 

Mr. MacIntyre. Do you confirm it? 

Mr. Perry. As far as time is concerned, I wouldn’t say that it was 
perhaps that early. But our drivers—I might go into this—our 
drivers serve different stores. They are out early. And, of course, 
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when they start calling in and prices are down, we wait until there is 
quite a bit of volume of it, we find out that others are definitely down. 
It is our policy not to reduce the price until a market goes, or so to 
speak—other major competitors have reduced their prices. 

Mr. MacIntyre. Now, Mr. King, in mentioning a 34-cent price 
on the private label milk—you have given us a different price. Yours 
was 0.34 what? 

Mr. Perry. To clarify that, we started serving King Soopers on 
June 14, as I recall—the price was 0.3521. 

Mr. MacIntyre. 0.3521? 

Mr. Perry. Yes, sir; per half gallon. 

I am sorry, April 14. 

Mr. Macintyre. 1959? 

Mr. Perry. That is right. 

Mr. MacInryre. And that was 0.3521 per half gallon in paper? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. That was milk of what butterfat? 

Mr. Perry. 3.8 percent. 

Mr. MacInryre. What competition were you meeting at that time 
to make a price of 0.3521? 

Mr. Perry. Well, | am sure that there were others that were bid- 
ding for this business. I think Mr. King stated that there were 
others who were bidding for this business. 

Mr. MacIntyre. Do you know of any other price as low as 0.3521 
at that time on 3.8 milk? 

Mr. Perry. No, sir. 

Mr. MacIntyre. You didn’t know of any that low? 

Mr. Perry. No, sir. 

Mr. Macintyre. Now, on June 25, you reduced that price to 
what? 

Mr. Perry. 0.3449. June 1. 

Mr. MacIntyre. On that occasion, did you know of any price as 
low as that that you were meeting? 

Mr. Perry. Could I clarify that question now, the one just pre- 
viously, please—the date that you stated? I may have missed that. 

Mr. MacIntyre. I believe your first date was April 14. 

Mr. Perry. April 14. 

Mr. MacIntyre. Now we are talking about June 25. 

Mr. Perry. June 25. We did not reduce it June 25. We reduced 
it June 1. 

Mr. MacIntyre. Oh, you reduced on June 1? 

Mr. Perry. I think I made that statement. 

Mr. MacIntyre. To 0.3449? 

Mr. Perry. That is right. 

Mr. MacIntyre. And now did you know of any competition that 
you were meeting at that price? 

Mr. Perry. No. I knew of no competition. However, I am sure 
there was competition. 

Mr. MacIntyre. When you made a new price, as far as you knew it, 
at 0.3449? 

Mr. Perry. I might say the reason I made the new price was be- 
cause the original price was based on a different price on butterfat, the 
agreement is verbal, and we had agreed that if the price of butterfat 
was reduced to us, we would pass along as much as we could to the 
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customer. And that had happened by June 1, and we reduced the 
price due to that agreement. 

Mr. MacIntyre. Now, in talking about this 0.3449 price, Mr. 
King told about a discount applying. Did it also apply on the 
0.3449 price? 

Mr. Perry. No, sir, that is a price based on a dock pickup. There 
is no delivery, there are no returns. 

Mr. MacIntyre. What about a discount? 

Mr. Perry. No discount. 

Mr. MacIntyre. That is the net to you? 

Mr. Perry. That is the net. 

Mr. MacIntyre. So the only thing you have included there is the 
milk and the package at your dock? 

Mr. Perry. Yes, sir. 

Mr. Macintyre. But that did include a half-gallon paper con- 
tainer? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. Do you have knowledge about the cost of the half- 
gallon paper container? 

Mr. Perry. Yes, sir, I do. 

Mr. Macintyre. What does it cost you? 

Mr. Perry. I believe considerably less than has been stated here. 
The container itself is just slightly over 2 cents. 

Mr. MaclInryre. How did you arrive at the $12,000 price that 
Sealtest paid King Soopers on that occasion to destroy a bunch of 
cartons? 

Mr. Perry. There weren’t $12,000 worth of cartons destroyed. 

Mr. MacIntyre. What was the quantity? 

Mr. Perry. I don’t remember the amount that were destroyed. 
It was a small amount. The largest part of that inventory was in 
cheese cartons, which we have on inventory, and which we are still 
serving King Soopers with. 

Mr. MacIntyre. What was the cost of the milk cartons that were 
destroyed? 

Mr. Perry. I say I don’t know the exact cost. I would say that 
it was somewhere in the vicinity of $700 or $800, would be my best 
judgment on it. 

Mr. MacIntyre. The total amount, though, was about $12,000, 
wasn’t it? 

Mr. Perry. Yes, the biggest share of that was the cheese cartons. 
Mr. King destroyed the quart milk cartons, which was another sub- 
stantial amount. 

Mr. MacIntyre. He destroyed which? 

Mr. Perry. He bought those, he paid for those, and destroyed 
them. They work in another machine, and wouldn’t work on our 
machine. He bought them. 

Mr. MacIntyre. They were cartons that the supplier you replaced 
would have used, is that correct, in the packing of milk for King 
Sooper? 

Mr. Perry. They are cartons he had in inventory, yes. 

Mr. Macintyre. And would have been used by the supplier you 
replaced at about that time? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. Is that correct? 








SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 329 


Mr. Perry. Well, I presume that he would have used them, yes. 

Mr. Macintyre. Will you explain any other circumstances about 
these cartons that were destroyed, that you know about, and which 
you have not already included in your statement? 

Mr. Perry. I know of no other circumstances. 

Mr. MacIntyre. What led to the destruction so far as your 
discussion and Mr. King’s discussion about them? What was your 
understanding about them that led you to pay the $12,000? 

Mr. Perry. We were buying—in the most part, I believe—in the 
area of better than $8,000 of that in cottage cheese cartons, which, 
as I stated before, we have on inventory, and are using and are filling. 

Mr. King bought the quart cartons, as I stated before. I believe 
the cartons that Mr. King bought—I won’t say how much they were— 
I couldn’t. I didn’t know that I would have to have that sort of infor- 
mation, or I could have had it. 

Mr. MacIntyre. What you paid him on that occasion in that 
connection was part of your consideration in getting his account—to 
establish and maintain a relationship with him? 

Mr. Perry. Not to get the account, I am sure of that. 

Mr. MacIntyre. What was the purpose of it? 

Mr. Perry. Would you restate the question? 

Mr. MacIntyre. What was the purpose of your paying him the 
$12,000? 

Mr. Perry. It was merely convenience. We picked the cartons up, 
and we paid Shoenberg Farms—Mr. King paid us. 

Mr. MacIntyre. Your arrangement in that connection, though, 
was to enhance your relationship with him as a customer of yours, 
wasn’t it? 

Mr. Perry. No, I think not. We had a very nice relationship with 
Mr. King, as I stated earlier. We have been serving him for quite a 
number of years. 

Mr. MacIntyre. Well, now, coming back to this price of milk at 
0.3449, as I understand it, vour testimony is that it was picked up at 
your dock? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. By trucks of King Sooper? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. But you do deliver it to some of his stores in 
Colorado Springs? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. And Pueblo? And you do not deliver in Denver? 

Mr. Perry. We do not deliver in the Denver area. We deliver to 
one store in Colorado Springs and one store in Pueblo. 

Mr. Streep. Let me ask you this question. Am I clear in under- 
standing that King Sooper had a milk brand name of its own, and 
someone was filling it, and that although you gave a price to him that 
was considerably lower than the price on your own brand, that you 
obtained the contract in the form of a competitive bid, where you were 
bidding on a completely new type of product? Am I clear in under- 
standing it that way? 

Mr. Perry. Yes, we bid on his private label brand, yes, sir. 

Mr. Streep. Now, do you package milk or milk products under 
brand names for anybody else besides King Sooper in addition to 
your own brand name? 
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Mr. Perry. No, sir. 

Mr. Streep. That is the only instance in which your company uses 
its facilities to package a milk item under some other brand name? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. In addition to the sale of this milk to King 
Sooper for this 0.3449 price, you also sold Sealtest milk to King 
Sooper and others at 36 cents, commencing June 25? 

Mr. Perry. Commencing probably midday, June 25, yes, sir. 

Mr. MacIntyre. And you deliver that milk? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. To the store? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. And that milk is about 3.3? 

Mr. Perry. Yes, sir. 

Mr. MacIntyre. Over what period of time did that price prevail? 

Mr. Perry. I have the figures here, sir. It prevailed—there was 
one instance on July 27 when we went out from our dairy at 43% 
cents. The competition didn’t follow it. I think there were others 
who went out on that date. Competition didn’t follow it. And that 
same day, about midday, we had to return to the 36-cent price, and 
that held until August 3, 1959, at which time our price was 43.5. 

Mr. MacIntyre. And it has been 4334 cents? 

Mr. Perry. Yes, sir. 

Mr. Macintyre. What about your home delivery prices, what 
have they been, commencing June 25? 

Mr. Perry. Commencing June 25—on June 25 we were 49 cents. 

Mr. Macintyre. Commencing June 25 you were 49? 

Mr. Perry. Yes, sir. 

Mr. Macintyre. What were they the next day? 

Mr. Perry. On June 26, we were 49 cents. We did not reduce our 
retail price until June 27. 

Mr. MacIntyre. What was it reduced to? 

Mr. Perry. 41 cents. 

Mr. MacIntyre. And it remained at 41 over what period of time? 

Mr. Perry. Until July 27, which is a Monday—we attempted to 
go up on that day. In fact, we did go up on that day to 49 cents. 
And then on the 28th, we had to go back down to the 41 to be 
competitive. 

Mr. MacIntyre. What is it today? 

Mr. Perry. It is 49 cents. 

Mr. MacIntyre. That is since August 3? 

Mr. Perry. Yes, sir. 

Mr. Steep. Let’s go back to this brand name thing. I want to 
know if I have got this correct. Your company comes into Denver, 
you make an investment in plant and facilities, you have developed 
quality products, you have advertised them, you have established 
them in the consumer mind. And then along comes somebody with 
a brand name of his own. And if we are to take butterfat as a guide- 
stick, he asks you to produce a superior product to your own, to be 
sold in competition with your products, at a lower price? Now, I 
can’t get through my mind just how that appeals to your company 
as being good business. 

Mr. Perry. I would say that perhaps we didn’t like to do too 
much of that, but we figure that we make a profit on it, and if we 
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don’t have it someone else will. It is business that we can make a 
profit on. 

Mr. Steep. Well, were they taking advantage of a situation, or did 
they have to have a brand-name product at such a price to meet 
competition that they encountered? 

Mr. Perry. Well, I don’t know what their feeling is on it. I don’t 
know. 

Mr. Streep. Do you have any other brands of milk packaged in 
this area with a 3.8 butterfat content or that quality, that were selling 
that much below what your brand names were selling for? 

Mr. Perry. Remember that there is no discount on that figure. 
Also, no hauling charge, no advertising, and no returns. It would 
be hard for me to say—— 

Mr. Streep. Even so, Mr. King’s testimony, as I remember it, 
showed that before the price war broke out, he was selling his brand- 
name milk several cents a half gallon cheaper than he was selling your 
brand, and in the same store. 

Mr. Perry. Before the price war broke out? I think they were the 
same price, sir. 

Mr. Streep. I understood him to say that. 

Mr. Perry. They were the same price. 

Mr. Steep. If I understood you right, I thought he said he was 
selling your brand at 47 cents, I believe, and that he was selling at 43. 

Mr. Perry. No, sir; I believe that they were the same. 

Mr. Steep. And then the difference in quality, meaning difference 
in butterfat content—in other words, he is selling a higher butterfat 
content milk than yours for the same price. The factors you have 
mentioned about the cost he didn’t have in his brands would account 
for that—the reason he could sell a higher grade product at the same 
price, or less price? 

Mr. Perry. I don’t think the butterfat had to do specially with 
the quality. 

Mr. Steep. Did the milk you packaged for him come out of the 
same tanks and go through the same machinery your milk did? 

Mr. Perry. Oh, yes. 

Mr. Steep. Was the only difference in the milk just the butterfat, 
or were there other items included in it? 

Mr. Perry. That is right, just the butterfat. 

Mr. Steep. Added vitamins, pasteurization and all that was the 
same? 

Mr. Perry. Yes, sir. 

Mr. Streep. Then unless the butterfat itself changed the taste of 
the milk, you would never be able to tell which carton the milk came 
from—whether it was your brand or his, if it were poured into two 
blank glasses? 

Mr. Perry. Yes, sir. 

Mr. Steep. It would be so nearer exact in quality? 

Well, after a company like yours, through investments, advertising, 
and other steps establishes and proves to the public that you have a 
quality that they can depend on, et cetera, someone else comes along 
and with just the invention of a name gets as good or better product 
out of your plant as you have developed. Is it your contention that 
the fact the public doesn’t have respect for that company brand name 
would give you an advantage with their acceptance of your brand 
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name? I am not a businessman. I can’t see how a company like 
yours, that indulges in all the work and expense and everything else 
that goes to establish products in the public mind would have some- 
thing nobody ever heard of come along, being of equal quality, coming 
out of the same plant, in competition with none of the investment 
and promotion and advertising to back it up. 

Maybe that is good business. But I am not businessman enough 
to see it. 

Mr. Perry. As I stated, we didn’t especially like to do this. But 
we would rather, naturally, that it would be our Sealtest brand, as 
you have stated. 

Mr. Streep. Doesn’t it follow that if one chain of supermarkets can 
do this to the established brands of milk, in a market area like this, 
others can follow suit? 

Mr. Perry. I couldn’t answer that, sir. I wouldn’t know what 
would follow, what could follow. 

Mr. MacIntyre. Mr. Perry, under your supervision Sealtest 
operates other plants near Denver; does it? 

Mr. Perry. Not a plant; no, sir. 

Mr. MacIntyre. But you do process and package milk in the 


plants under your supervision and sell it in other communities than 
Denver? 


Mr. Perry. Yes, sir. 

Mr. MaclInryre. Did that go as far as Cheyenne? 

Mr. Perry. No, sir. 

Mr. MacIntyre. Would it go outside the State in any direction? 

Mr. Perry. No, sir. 

Mr. MacIntyre. How far would it go? 

Mr. Perry. We would go south to Pueblo, north to about Windsor, 
and east to roughly the Kansas-Colorado line. 

Mr. MacIntyre. Well, in those towns along the Kansas line, did 
you reduce prices on June 25-26? 

Mr. Perry. I don’t believe we did right on those days. I think—I 
was gone on vacation at the time. I actually left on June 25. I 
don’t believe we dropped there until competition caused us to have 
to drop. 

_ MacIntyre, It never did drop to the level it did in Denver, 
did it? 

Mr. Perry. That I couldn’t tell you, sir. 

Mr. Macintyre. Aren’t you acquainted with the prices over 
there? 

Mr. Perry. I might explain this—that I have only had the full 
responsibility since July 6. Our former manager is retired, and since 
July 6 I have had that responsibility. 

Mr. MacIntyre. Well, since July 6 you have had much higher 
rices in some of these outlying towns than vou have had in Denver, 
aven’t you? 

Mr. Perry. We have tried to meet competition. 

Mr. MacIntyre. Well, your prices were higher in those towns 

than they were in Denver? 

Mr. Perry. No; 1 don’t recall specifics, so I couldn’t tell you, with 
these things changing from day to day like they have been—lI couldn’t 
tell you offhand right now. 

Mr. MacIntyre. Is Greeley within your territory? 


in 
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Mr. Perry. We do not serve in Greeley. 

Mr. MacIntyre. Fort Collins? 

Mr. Perry. We do not serve in Fort Collins. 

Mr. MacIntyre. What are some of the towns you do serve? 

Mr. Perry. Burlington, Lyman. 

Mr. MacIntyre. Are your prices as low as 41 cents home delivered 
in Burlington? 

Mr. Perry. I don’t believe we have a home-delivered milk in 
Burlington. 

Mr. Macintyre. What about your store-delivered price? Did 
you get as low as 36 cents in Burlington? 

Mr. Perry. I am sure that it did if competition was at that price. 

Mr. Sreep. Are you saying that if competition from town to town 
caused you to do it, that you could have a different price for your 
milk in every town that you operate in? 

Mr. Perry. No; we couldn’t in Metropolitan Denver, definitely. 

Mr. Strep. But if you operated in a dozen towns, and your com- 
petition had different prices in each town, then you would likewise 
have different prices in each town? 

Mr. Perry. I think we would meet our competition. 

Mr. Macintyre. Would that be the answer to these factors? Over 
the past 2 or 3 months, Sealtest, in operating a plant at Camden, 
N.J., buying milk out of Meyersdale, Pa., for that operation, processed 
and packaged milk which it sold to consumers in Philadelphia at 
better than a dollar a gallon, but it paid farmers in that area much 
lower prices than it is paying farmers in and around Denver. Then 
your answer would be that the differences there, from what we expe- 
rience here in Denver, is due to competitive factors in the two markets; 
is that correct? 

Mr. Perry. No, sir. 

Mr. MacIntyre. What would be the answer? 

Mr. Perry. I wouldn’t say that. I don’t know the conditions 
that prevail back in Camden, N.J. We meet our competition here 
locally. This is the only installation that I have anything to do with. 
And I would know no reason or I would have no information on any- 
thing that happened in Camden, N.J. 

Mr. Macintyre. But to the extent that you do know anything 
about the different prices that your company charges for milk in 
different towns, it is what you have given Mr. Steed as your answer, 
is that it—it is due to competitive factors in the different towns? 

Mr. Perry. I say that here in Colorado, where we serve, that is 
our policy. I do not know the policies in other cities. 

Mr. Steep. In your experience in this company, have you heard or 

s3en or otherwise learned of any difference in policy in any other 
divisions throughout Sealtest National Dairy Co.? 

Mr. Perry. Well, there, of course, are certain policies. However, 
the price of milk in this area is involved with our judgment, and we 
have the say on what the price would be. And from our costs and our 
competition, we would determine that price. 

Mr. Jonunson. You have just spoken of your costs. Yours is a 
large corporation, operating many plants in many locations. Do you 
have unit cost data with respect to what costs a plant should expect 
in operating various of its activities? In other words, what should 
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it cost to pasteurize, how much would it cost for packing, how much 
for the container? 

Mr. Perry. No, sir. We have within our own plant organization— 
we have those costs that give us 

Mr. Jounson. Does the company—lI am not asking you to show 
the exhibit, but does the company have available unit cost break- 
downs for its various plants by which your efficiency is judged here 
for internal administrative supervision? 

Mr. Perry. The district in which Denver falls, which is District 2, 
publishes to the plants the figures from the other plants in the dis- 
trict, whereby we can make comparisons. 

Mr. Jounson. What I am seeking to find out, surely a man such 
as yourself must have some at least internal estimates of costs. 

Mr. Perry. Yes, sir, we do have costs, yes, sir. 

Mr. Jonnson. And, therefore, while you may not have a certificate 
with respect to any given week’s operation, you have some general 
indication of what your costs are with respect to moving the milk 
from the raw stage in which you buy it in bulk to the finished products 
for various lines that you serve—half gallons, gallons, cottage cheese, 
and so on. You must have some general idea in your mind as to 
what those costs are. 

Mr. Perry. Yes, sir; we do. 

Mr. Jounson. Because you run an efficient operation. I can’t 
imagine your company would ignore these costs. Now, would you 
say that you can put into a half gallon container a half gallon of milk, 
and cover all the costs from the raw stage of 3.8 butterfat milk—could 
you do that for about 9 cents a half gallon? In other words, would 
that cover all of your costs for processing, pasteurizing? 

Mr. Perry. That certainly would; yes, sir. It would more than 
cover it. 

Mr. Jounson. Including the container, moving it off the dock, 
overhead, salary, and so on? So that if you buy milk for 25 cents 
a half gallon, you could cover all your costs if you soid at 34 cents 
a half gallon? 

Mr. Perry. Yes, sir. 

Mr. Jounson. Would that be true for all the milk that you sold? 

Mr. Perry. There, again, are other things that enter this. There 
is your hauling. 

Mr. Jounson. I realize that. 

Mr. Perry. Your returns—all of those things have been taken into 
consideration. And we do make a profit. 

Mr. Jounson. Well, I hope you stay in business. And I am a firm 
believer that no businessman plans to lose money, he plans to make 
money. 

But as between your dock price, let’s say, and your delivered price 
at the store, what would you say is the typical unit cost for delivering 
a half gallon of milk within the Denver metropolitan area? Say you 
are only delivering 30 miles from your dock to the store. What 
would be a typical differential for the truckdriver and the truck and 
the cooling of the milk in transit, and so on? 

Mr. Perry. I have heard various things this morning. My judg- 
ment would be that it would be in the area of 10 to 14 percent. 
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Mr. Jounson. 10 to 14 percent of your invoice cost that you are 
billing these customers? So that would add, in a 35-cent item, 3% 
to 4 cents, let’s say, over the price at the dock? 

Mr. Perry. Yes, sir. 

Mr. Jonnson. Would you make a profit on the long pull on that 
kind of arrangement? That is just bare cost, 34, 35 cents at the dock, 
38, 39 cents at the store would be pure cost, with no overhead or no 

rofit? 
, Mr. Perry. 38 or 39 cents at the store? 

Mr. Jounson. Delivered to the store. 

Mr. Perry. If we delivered at thestore. No, I would think that we 
could make a proiit. 

Mr. Jonnson. But you were selling it at 36 cents in order to meet 
competition in the Denver area? 

Mr. Perry. Yes, sir. 

Mr. Jounson. So at that point you probably were selling it below 
your actual costs, if you take the figures you have just mentioned. 

Mr. Perry. It would be near cost. It could fluctuate one way or 
the other. I wouldn’t know. 

Mr. Jonnson. I have no further questions. 

Mr. MaclInryrx. To the extent that those sales were made at levels 
below cost, you consider you had the authority from the National 
Dairy Products, Inc., to make the sales? 

Mr. Purry. Yes, sir, to meet the competitoin, I certainly did have. 

Mr. Macintyre. That is a matter of company policy dictated to 
you from your superiors? 

Mr. Perry. Yes, sir. 

Mr. Jounson. Well, I take it the distinction between the quoted 
price to a retailer currently in the Denver market and your price on 
the special name brand which you package is a differential based at 
least significantly, if not wholly, on the difference between dock price 
and delivered price in the store. 

Mr. Perry. Yes, sir. 

Mr. Jonnson. This would be your explanation for the difference in 


the price that was charged between a normal retailer in Denver and 
that chain? 


Mr. Perry. Yes, sir. 

Mr. Srrep. Does your company package milk in gallon glass jugs? 

Mr. Perry. No, sir. 

Mr. Stzzp. Do you make loans, discounts, furnish equipment, any 
of those sort of things? 

Mr. Perry. We have made some small loans. We do have dis- 
counts. We have furnished equipment. All of those things are gen- 
eral in the market, and they are necessary to be competitive. 

Mr. Streep. There, again, if a practice like that becomes prevalent 
in the Denver market area, do you have authority to do likewise, or 
would you have to go to some higher authority? 

Mr. Perry. I have the authority. 

Mr. Streep. If you make loans, does your company permit you to 
have funds from which to make them? Where do you get the money? 

Mr. Perry. On the loans, I do have to get the authority. On the 
cabinets or the discounts, I do not. 

Mr. Streep. Are you allowed sort of a revolving fund inventory of 
cabinets and equipment and that sort of thing, which you can use at 
your discretion for your customers in the Denver area? 
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Mr. Perry. We have a budget on which we work, yes. 

Mr. Streep. If a decision is made to make or deny a cash loan to a 
customer, is that in your province? 

}* Mr. Perry. That could be in my province, yes, because without my 
approval the loan would be no good. 

Mr. Steep. But even if you approved a loan to a customer it could 
be denied by someone your superior? 

Mr. Perry. That is right. 

Mr. Streep. Would every loan decision you make be reviewed by 
higher authority? 

Mr. Perry. Yes, sir. 

Mr. Steep. Have you made any study about the volume of milk 
dispensed in the Denver area in gallon glass jugs? 

Mr. Perry. We have not made a study as such. However, | 
personally feel it has grown considerably in the last 2 or 3 years, and 
there is a list that 1 have here—lI think it has been brought up before- 
of approximately 65 customers—just a few years ago there were 
nothing like this number. Our estimate is that perhaps the volume 
that goes into these jugs at the present time is close to our volume in 
the market. 

Mr. Strep. Applying it to vour customers, retail outlets—do you 
receive any requests from them to provide them gallon glass jugs? 

Mr. Perry. As requests, no. However, we have lost a consider- 
able number of customers to glass jug operators—primarily, I think, 
because of the price angle, the price differential, between a gallon jug 
in the store and in the half gallon of paper. 

Mr. Steep. Weill, Mr. Perry, beiore you go, I want to say some- 
thing, and this applies to the others here present. It has always been 
the policy of this committee, when we take testimony in public hearings 
of this sort, for those against whom allegations or charges are made, to 
have an opportunity to answer those, as you have done here today. 
Now, if, in the course of the hearings, vou see fit to make any addi- 
tions to your answers, we will keep this record open for awhile, and 
you may do so. And so may any of the others who have been the 
subject of any discussion here today. We want to have as objective 
and fair a record as it is possible for us to get. And I want you to 
know and the others that that opportunity to file additional material 
for this record does exist, and we will keep it open for a reasonable 
length of time, to give you that opportunity, if you decide or would 
like to take it. 

Now, I would like to extend to you also on behalf of the committee 
our appreciation and thanks for your kindness in coming here today 
and cooperating with us. We do appreciate your cooperation. 

Mr. Perry. Thank you. 

Mr. Srzxp. Mr. Robert H. Reeves. Would you please identify 
yourself for the record, Mr. Reeves. 


TESTIMONY OF ROBERT H. REEVES, MANAGER, CARLSON-FRINK 
DIVISION, THE BORDEN CO., DENVER, COLO. 


Mr. Reeves. | am president of the Carlson-Frink Co., which is a 
Colorado corporation. Since July 31, last month, we have become 
a wholly owned subsidiary of the Borden Co., through the purchase of 
stock by the Borden Co. from the Carlson-Frink stockholders. 
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Mr. Sreep. Raise your right hand, please. Do you swear that the 
testimony you are about to give will be the truth, the whole truth and 
nothing but the truth, so help you God. 

Mr. Reeves. I do. 

Mr. Steep. Mr. Maclntyre. 

Mr. MacIntyre. Mr. Reeves, how long were these negotiations in 
progress that resulted in the purchase of the Carlson-Frink by the 
Borden Co.? 

Mr. Reeves. Over 2 years. 

Mr. MacIntyre. Over 2 years? 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. And by virtue of the purchase of Carlson-Frink 
by Borden, it established itself in a rather substantial way in the 
Denver market, did it not? 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. Over what territory does Borden, through Carl- 
son-Frink, distribute packaged milk? 

Mr. Reeves. The Denver metropolitan area. We have branches 
at Boulder, Colo.; Greeley, Colo.; Sterling, Colo.; a sales branch at 
Sidney, Nebr.; Colorado Springs, Colo.; Granby, Colo. 

Mr. MacIntyre. Out of your Greeley branch, you make regular 
sales and shipments to Cheyenne and other points in Wyoming, do 
you? 

Mr. Reeves. No, sir, we are merely in that area around Greeley, 
not into Cheyenne. 

Mr. Macintyre. What about Nebraska? 

Mr. Reeves. Any Nebraska business is either shipped direct, ice 
cream out of Denver, or it comes out of the Sterling and Sidney 
branches. 

Mr. MacIntyre. Sterling, Colo.? 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. Into points in Nebraska. 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. Is that done fairly regularly? 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. And that milk is out of the milk shed serving 
Denver. 

Mr. Reeves. We buy milk in Denver. It is processed there and 
sold to Sidney, and all the surrounding area north of Colorado. 

Mr. Jounson. Are those contracts a part of your contract with 
the Denver milk producers? 

Mr. Reeves. Yes;itis. We are now in the Denver milkshed. 

Mr. Jonnson. But even for the purposes of the delivery at Sterling, 
are those contracts with the Denver Milk Producers Association? 

Mr. Reevss. Yes, sir. 

Mr. MacIntyre. Now, in addition to the regular sales and ship- 
ments of milk out of Colorado into Nebraska, do you also sell and 
ship into other States, such as Kansas? 

Mr. Reeves. We ship ice cream into the five surrounding States, 
not milk. 

Mr. MacIntyre. Out of Colorado? 

Mr. Reeves. Yes, sir. 

Mr. MacInryre. But that ice cream is made out of milk that you 
purchase from the Denver Milk Producers Association. 

43632—59—pt. 39 
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Mr. Reeves. Yes, sir. 

Mr. MacIntyre. And some of that milk, but for surplus, would 
have gone into fluid milk packaging. 

Mr. Reeves. That is right. 

Mr. MacInryre. But because of its being surplus, you use it in 
ice cream. 

Mr. Reeves. Yes, sir. 


Mr. MacInryre. I believe you were asked to be prepared to testify 
something about the prices at which you sold milk in and around 


Denver during June and July of this year. Do you have that 
information? 


Mr. Reeves. Yes, sir. 

Mr. MacInryre. Carlson-Frink has been making sales both to 
homes at retail and to stores at wholesale, has it? 

Mr. Reeves. Yes, sir. 

Mr. MaciInryre. Will you first give us the prices that you had to 
stores at wholesale? That is, in half gallon paper containers. 

Mr. Rerves. What date, please, sir? 

Mr. MacIntyre. Well, let us say June 1—what was the price. 

Mr. Reeves. June—I have through October 31—through June 26, 
half-gallon paper retail, 49 cents; wholesale, 4314. 

Mr. MacIntyre. And then on June 26, it went to what? 

Mr. Reeves. June 26, half-gallon paper, 41 to the home, 36 to the 
store. 

Mr. MacIntyre. Then what was the date of the next change? 

Mr. Reeves. August 1, the retail went to 49 cents. 

Mr. MacIntyre. Store price? 

Mr. Reeves. No, that was retail, delivered to the home. 

Mr. MacIntyre. And the price to the stores went to what? 

Mr. ReEEvEs. 4334. 

Mr. MacIntyre. That was milk of what butterfat content? 

Mr. Reeves. 3.35, approximately. 

Mr. MacIntyre. And that has been true of the 36-cent milk all 
along. 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. At that price you have made delivery to the 
homes at the retail price and to the stores at the wholesale price. 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. Under the Borden name? 

Mr. Reeves. No; it is entirely under the Carlson-Frink name. 

Mr. MacIntyre. It was not a private brand for the store. 

Mr. Reeves. No. 

Mr. MacIntyre. You have not done any private brand packaging, 
have you? 

Mr. Reeves. Not in milk. We have one brand in ice cream. 

Mr. MacIntyre. Have you made discounts to stores in the buying 
of the milk from the prices that you have discussed with us? 

Mr. Reeves. Yes, wehave. We have met some competitive prices. 

Mr. MacIntyre. In general, what do those discounts run—10 
percent? 

Mr. Reeves. No—that is the very top. 

Mr. MacInryre. Well, they have run up to 10 percent from the 
prices you have given. 

Mr. Reeves. Yes, sir. 
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Mr. MacIntyre. And on fairly large quantities? 

Mr. Reeves. Yes, sir, in very few cases. 

Mr. MacIntyre. Would they have been to chainstore accounts? 

Mr. Reeves. Yes, sir. 

Mr. Streep. Are you in the gallon glass jug business in any way? 

Mr. REEVEs. Through necessity. There is nobody in this room 
that hates the gallon jug like I do, I don’t believe. I agree with your 
statement a while ago, that they are nothing but a tool to tear down 
competition, and there are no advantages that I can see, except that 
We nies it, and we will quit tomorrow, if the competition will let us. 

Mr. Sreep. Before your company was taken over by Borden, did 
it have policies of making loans, discounts, or providing equipment 
as others have testified here today? 

Mr. Reeves. Yes, we made a few loans. We had some. We do 
provide frigidaires and so forth, ice cream equipment. 

Mr. Steep. Has that policy changed since Borden took over? 

Mr. Reeves. It is pretty new yet. I don’t know what their policies 
are going to be. I don’t think so. 

Mr. Streep. As far as you know, they will permit Carlson-Frink to 
operate with whatever practices and policies their competition uses 
in this trade area. 

Mr. Reeves. [ think that is correct. 

Mr. MacIntyre. As an employee of the Borden Co., are you 
authorized to make sales of milk at prices below cost to meet com- 
petition? 

Mr. Reeves. We never want to make any sales below cost. I 
don’t believe we have. 

Mr. MacIntyre. Are you authorized to do so, to meet competi- 
tion? 

Mr. Reeves. I don’t—that hasn’t come up. We have met com- 
petition. In this war, we met competition. 

Mr. MacIntyre. During the month of July, you were working for 
Borden, were you not? 

Mr. Reeves. No—July 31. 

Mr. MacIntyre. Did you raise your prices on August 1? 

Mr. Reeves. Yes, sir. Retail prices. 

Mr. MacIntyre. Well, you raised the price to the stores on August 
1 to 4334 cents. 

Mr. Reev ES. We raised the price to the home August 1 and the 
price to the stores August 3. 

Mr. MacIntyre. So in that period from August 1 to August 3 you 
were selling stores at 36 cents. 

Mr. Reeves. August 1 was Saturday, August 2 was Sunday, August 
3 was Monday. 

Mr. MacIntyre. You have not made sales for the Borden Co. at 36 
cents, actually. 

Mr. Reeves. I think that Saturday probably it had not gone up. 

Mr. Jonnson. Was 36 cents below cost? 

Mr. Reeves. No, I don’t think so. It gets down pretty close. 

Mr. Jounson. Now the word “cost” is a very flexible term. I am 
not an accountant. But we have something we call ‘marginal cost 
pricing.” If you don’t count any overhead cost, if you only count the 
extra cost of this one unit, then you could say that 36 cents covered 
costs. But if you were to take the logic that the chairman suggested 











340 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


earlier of counting in normal overhead and other total cost of operating, 
and asking that particular product to carry its share of the market, 
would you be prepared to testify that 36 cents would cover all costs? 

Mr. Reeves. I have been trying for years to get my accounting de- 
partment to give me those kind of figures, and we get into as many 
arguments as there are occasions. I would say that we had not sold 
below cost to our knowledge at any time. 

Mr. Jounson. I see. 

Mr. MacIntyre. So this 36 cent price—you have applied the 10 
percent discount. 

Mr. Reeves. Yes, sir. 

Mr. MacIntyre. That would bring the net price down to what? 

Mr. Reeves. 32.4. 

Mr. MacIntyre. And what is your testimony on whether that net 
price covered all costs such as were described by Congressman 
Johnson? 

Mr. Reeves. Just as I said, it is getting awfully close. But I could 
not say ‘Yes’ or “No.” It is very close. 

Mr. MacIntyre. You do not know whether you cover costs or not. 

Mr. Reeves. I think so. 

Mr. MacIntyre. But you do not know. 

Mr. Reeves. No, I could not swear it it. 

Mr. Sreep. Mr. Reeves, on behalf of the committee I want to 
express our thanks and appreciation to you, sir. I am sorry you have 
had to sit here and wait so long for us to get to you, but we do have a 
lot of testimony to take. You have been patient and very kind, and 
we appreciate it. Thank you for coming here and helping us today. 

Mr. Reeves. Thank you. 

Mr. Streep. Is Mr. Ed Thorpe here, please? 

Mr. Thorp, will you please identify yourself for the record? 


TESTIMONY OF ED THORPE, MANAGER, FAIRMONT FOODS CO., 
DENVER, COLO. 


Mr. Tuorpe. I am Ed Thorpe, manager of the Fairmont Foods Co., 
Denver, Colo. 

Mr. Sreep. Raise your right hand, please. 

Do you swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. TuHorpe. | do. 

Mr. Sreep. Will you please have a seat? Mr. MacIntyre. 

Mr. MacInryre. Mr. Thorpe, I believe you were requested to bring 
information for the benefit of the committee to inform it about the 
prices at which you have sold milk at wholesale and at retail. 

Mr. TuHorpe. Yes, sir. 

Mr. MacIntyre. And as manager for the Fairmont Foods Co. in 
this area, what area do you cover in your supervision? 

Mr. Tuorpe. Metropolitan Denver and north to as far as Fort 
Collins—on a straight line—Boulder, Longmont, Fort Collins. That 
is the extent. 


Mr. MacIntyre. Is there any milk processed and packaged under 


your supervision sold outside the State of Colorado? 
Mr. THorPE. Yes, sir. 
Mr. MacIntyre. In what State? 
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Mr. THorpr. In Kansas. I have a jobber that comes in from 
Kansas and picks it up here. 

Mr. MacIntyre. And he carries it across into Kansas? 

Mr. THorpe. Yes, sir. 

Mr. MacIntyre. You know he is going to do that when you sell 
it to him. 

Mr. THorpE. Yes, sir. 

Mr. MacIntyre. And it is sold by you to him for that purpose. 

Mr. THorpe. Yes, sir. 

Mr. Sreep. Is it sold under your company brand name? 

Mr. THorpe. It is sold under the name of the company we acquired, 
the Beach Milk Co. We acquired that company in September of 
1955, I believe. 

Mr. MacIntyre. That is distributed over what area of Kansas? 

Mr. TuHorpe. Well, it is distributed—their headquarters is at 
Colby, and they cover, I imagine, about 100 miles up and down the 
Kansas line there. I do not know all the towns they distribute it in, 
sir. 
Mr. MacIntyre. You are regularly making sales and shipments in 
that way. 

Mr. THorpPeE. Yes, they pick it up here in Denver; yes, sir. 

Mr. MacIntyre. Any other areas outside of the State to which 
you are making sales and shipments? 

Mr. THorpe. No, sir. 

Mr. MacIntyre. None to Wyoming? 

Mr. Tuorps. No, sir. 

Mr. Stwnp. Do you buy any raw milk for your own processing from 
producers other than Colorado producers? 

Mr. Tuorps. Denver milk producers only. 

Mr. Jounson. Do you produce any of your own milk? 

Mr. Tuorps. No, sir. 

Mr. MacIntyre. Is any raw milk shipped to you in Colorado from 
Kansas? 

Mr. Tuorpe. No, sir. 

Mr. MacIntyre. For either ice cream or for fluid milk? 

Mr. Tuorps. No, sir. We do bring novelties in out of our Omaha 
branch, whlch we do not produce here. But other than that, we 
don’t buy any raw product. 

Mr. MacIntyre. You bring that in from Omaha rather regularly? 

Mr. THorps. Yes, whenever the occasion requires. 

Mr. Streep. That is because it is a specialty that requires special 
machinery, and there is not enough demand for it to justify having 
the local capacity to produce it. 

Mr. Tuorpz. Yes, sir; the costs would be prohibitive to manufac- 
ture it here. 

Mr. MacIntyre. Your distribution in Denver is both homes and 
stores? 

Mr. THorpe. No, sir; strictly wholesale to stores. 

Mr. MacIntyre. Have you been in the home business at all? 

Mr. THorpe. Never. 

Mr. MacIntyre. In your sales to stores, you sell in what type 
packages? 

Mr. Tuorpe. Milk, sir? 

Mr. MacIntyre. Yes. 
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Mr. Tuorre. Half gallons and quarts. 

Mr. MacIntyre. Paper containers? 

Mr. Tuorpe. Yes, sir, only. 

Mr. MacIntyre. None in glass? 

Mr. Tuorre. No, sir. 

Mr. MacIntyre. June 1, 1959, what was your price to stores in 
Denver? 

Mr. Tuorpe. 43% cents a half gallon. 

Mr. MacIntyre. Did that price drop thereafter? 

Mr. Tuorpe. June 25. 

Mr. MacIntyre. Io what? 

Mr. Tuorps. 36 cents to the stores, 39 out. 

Mr. MacIntyre. And you are supplying all of the supermarkets 
here, are you? 

Mr. Tuorpe. No, sir. 

Mr. MacIntyre. What supermarkets do you supply? 

Mr. Tuorpe. The Busley organization, Piggly-Wiggly Stores, 
Furr’s, and C. Buzz. 

Mr. MacIntyre. What was the occasion of your dropping your 
price from 43'% to 36 cents on June 25? 

Mr. Tuorpr. The ad that appeared in the paper. My men called, 
told me that it had dropped. 

Mr. MacIntyre. In other words, it was the ad of King Soopers 
appearing on the morning of June 25—39 cents a half a gallon. 

Mr. Tuorpr. That was our first knowledge of it, sir. 

Mr. MacIntyre. But that was not as low as 36. 

Mr. Tuorpe. No, sir. I called our chain to ask them if they knew 
that the price was down. They said ‘Yes,’ they had been informed 
previously by another supplier that it was down. I inquired as to 
what price it was to and was informed it was 36 cents. Naturally, 
we meet competition. 

Mr. MacIntyre. What about discounts on that price? 

Mr. THorpe. Yes, sir, discounts prevailed. 

Mr. MacIntyre. Up to how much? 

_Mr. Tuorre. Well, discounts varying from nothing to 10 percent, 
sir. 
Mr. MacIntyre. So you did give discounts from the 36-cent price 
up to 10 percent. 

Mr. Tuorpe. Yes, sir. 

Mr. MacIntyre. That would have made 32.4. 

Mr. THorPE. Yes, sir. 

Mr. MacIntyre. Net to you. 

Mr. Tuorpe. Yes, sir. 

Mr. MacIntyre. And you delivered at that price. 

Mr. Tuorpe. Yes, sir. Mighty close. 

Mr. MacIntyre. In your judgment, did that cover all of your 
costs—overhead and everything else, such as Congressman Johnson 
has discussed here recently? 

Mr. Tuorre. It would be very difficult to know. We do not have 
the figures for the period of time that this price situation was involved. 
After we receive the figures, we can tell you better. 

Mr. MacIntyre. Well, as you see it now, then, you do not know 
whether those sales were below cost or not. 

Mr. THorpe. We feel they were very close, sir. 
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Mr. Jounson. Since processing milk cost 25 cents, and you end 
up with 34.2 cents, are you saying you, think you can package and 
process and deliver for 7 cents a half gallon? 

Mr Tuorpe. I am not positive, sir. 

Mr. Steep. You would say it is too close for comfort, anyway. 

Mr. THorpz. That is right. 

Mr. MacInryre. On this matter of making sales of milk at prices 
below cost, do you feel that you are authorized by your company to 
do that to meet competition? 

Mr. Tuorpe. I am authorized to meet competition; yes, sir. 

Mr. MacIntyre. Even if it involves the sale of milk at prices below 
cost? 

Mr. Tuorpe. I am authorized to meet competition; yes, sir. 

Mr. MacIntyre. Even at below cost? 

Mr. THorpe. Yes, sir. 

Mr. MacInryre. Do you feel that is what you were doing on that 
occasion? 

Mr. Turopsz. Not necessarily, sir, until I obtain the figures. 

Mr. MacInryre. I mean meeting competition. 

Mr. THorre. Meeting competition, definitely. 

Mr. Streep. Are you in the gallon glass jug business? 

Mr. Tuorper. No, sir; and I have no room in my operation for it. 

Mr. Strep. Would you care to express a personal opinion about it? 

Mr. Tuorpe. I would rather not. 

Mr. Steep. Well, Mr. Thorpe, I want to thank you, sir, on behalf 
of the committee, for your cooperation here today and apologize to 
you for the situation that has caused us to have to detain you for so 
long. We do appreciate your appearance here. 

Mr. Tuorren. Thank you. 

Mr. Streep. Is Mr. T. C. Adams present, please? 

Mr. Adams, will you please identify yourself for the record. 

Mr. Apams. I am T. C. Adams, general manager of the I X L 
Creamery Co., a subsidiary of the Carnation Co. 

Mr. Streep. Raise you right hand, please. Do you swear that the 
testimony you are about to give is the truth, the whole truth, and 
nothing but the truth, so help you God. 

Mr. Apams. I do. 


TESTIMONY OF T. C. ADAMS, GENERAL MANAGER OF THEI X L 
CREAMERY CO., A SUBSIDIARY OF THE CARNATION CO., 
DENVER, COLO. 


* Mr, Avams. Mr. Steed, I have here the reply to your recent request 
and letter. I am sorry we were late getting it to you, but we had to 
verify some of the figures. And some of these figures, based on Mr. 
Cochran’s testimony, are confidential. 

Mr. Streep. Fine. We will certainly observe that part of your 
reply. 

Mr. MacIntyre. How long have you been manager for the Carna- 
tion Co., Mr. Adams? 

Mr. Apams. Since August 12, 1958. 

Mr. MacIntyre. Were you in the milk business in this area pre- 
vious to that? 

Mr. Apvams. Since January of 1922. 
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Mr. MacIntyre. With what company were you affiliated prior 
to August? 

Mr. Apams. The I X L Creamery Co. 

Mr. MacIntyre. That was purchased by Carnation? 

Mr. Apams. Their stock was purchased by Carnation—a majority 
of their stock. 

Mr. MacIntyre. Were you owner of IXL? 

Mr. Apams. I was part owner of IXL. 

Mr. MacIntyre. They didn’t buy you—you just became employed 
with them when they took over the IXL, as manager. 

Mr. Apams. When they took over IXL, I became their manager, 
for Carnation, for the [XL. 

Mr. MacIntyre. And the milk that you package—process and 
package in the [XL plant, for Carnation, is in Colorado Springs? 

Mr. Apams. Yes, sir. 

Mr. MacIntyre. And the milk that you use in that connection is 
out of the Denver milkshed—I mean the Colorado milkshed. 

Mr. Apams. We purchase milk out of the Denver milkshed. 

Mr. MacIntyre. And does some of the milk that you purchase 
come from outside the State? 

Mr. Apams. We purchase some milk from Kansas, western Kansas. 

Mr. MacIntyre. For processing and packaging in the Colorado 
Springs plant? 

Mr. Apams. Yes, sir. 

Mr. Macintyre. What is the area over which you sell that milk, 
after it is processed and packaged? 

Mr. Apams. Well, pretty well throughout Colorado, some of western 
Kansas, northern New Mexico, and southern Wyoming. 

Mr. Maclnryre. It is sold and shipped by you regularly to those 
locations from your Colorado Springs plant? 

Mr. Apams. Yes, sir. 

Mr. MaclInryre. In half gallon paper containers? 

Mr. Apams. Yes. sir. 

Mr. Mactnrtyre. And you are regularly shipping from Colorado 
Springs into Denver? 

Mr. Apams. Yes, sir. 

Mr. Macinryre. Now, on June 1, this year, you were selling milk 
in Denver to stores in half gallon paper? 

Mr. Apams. Yes, sir. 

Mr. Macintyre. At what price? 

Mr. Apams. 4334 cents. 

Mr. MacIntyre. Did you drop that price later? 

Mr. Apams. Yes, sir, we did. 

Mr. MacIntyre. To what level? 

Mr. Apams. On June 25 we dropped to 36 cents. 

Mr. MacIntyre. To what date did that price prevail? 

Mr. Apams. Until—well, I would say through August 4. 

Mr. MacIntyre. And you raised it to what level? 

Mr. Apams. Well, on August 6 we made—we made no deliveries on 
August 5. On August 6, we went to 43%. 

Mr. MacInryre. And do you deliver milk in Denver to homes and 
sell at retail? 

Mr. Apams. No, sir. 

Mr. MacInryre. All of your deliveries are to stores at wholesale? 
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Mr. Apams. Yes, sir. 

Mr. MacInryre. Have you, in connection with your deliveries and 
sales of milk at wholesale to stores, provided the stores with a discount 
from the prices you have just mentioned? 

Mr. Apams. Yes, sir. 

Mr. MacInryre. What percentage? 

Mr. Apams. We have a 5 percent discount; and on Carnation milk 
we have a 5 percent advertising allowance, with proof of advertising. 

Mr. MaclInryre. So that the combination of the two makes a 10 
percent discount. 

Mr. Apams. Yes, sir. 

Mr. MacInryre. That is irrespective of quantity? 

Mr. Apams. Yes, sir. 

Mr. Macinryre. Is that available to all of your customers? 

Mr. Apams. Yes, sir. 

Mr. MaclInryre. In Denver? 

Mr. Apams. Yes, sir. 

Mr. MacIntyre. In addition to that, have you provided orange 
juice and other items to be given away or combined by the stores with 
the sale of milk? 

Mr. Apams. Not to be given away. We did provide orange juice 
as a weekend special at—I think the price was 5 cents, I am not 
sure—in connection with the purchase of a half gallon of Carnation 
milk. 

Mr. MacIntyre. What is that orange drink, normally, in price? 

Mr. Apams. Well, I am not certain of that—somewhere in the 
neighborhood of 17 or 18 cents, I believe. It might be a little less. 

Mr. MacIntyre. And you provided it at what price? 

Mr. Apams. At 5 cents. 

Mr. MacIntyre. To be sold by the store with a half gallon of 
Carnation milk? 

Mr. Apams. Yes; for a 3-day period—Thursday, Friday, and Satur- 
day, of a weekend. 

Mr. MacIntyre. Your price to the store on those occasions was 
36 cents less 10 percent discount, as you have described? 

Mr. Apams. Not on the occasion, of the orange juice combination, 
no, sir. 

Mr. MacIntyre. You never gave the orange drink in that deal 
while the price was 36 cents? 

Mr. Apams. Not to my knowledge. 

Mr. MacIntyre. Did you provide any other incentive, such as @ 
low price on cottage cheese? 

Mr. Apams. We have, from time to time, because it is a practice of 
the market. 

Mr. MacIntyre. While the price of milk was at 36 cents? 

Mr. Apams. I do not recall that we did at that time. However, 
I don’t think it would have had a bearing. However, I do not recall 
that we did during that time. 

Mr. MacIntyre. And the special price on cottage cheese has been 
as low as 12}4 and 15 cents a pound? 

Mr. Apams. I don’t believe so with our company. 

Mr. MacIntyre. What was the price? 

Mr. Apams. I think we have had specials, out of store price, around 
19 cents, and our price to the store has been either 19 or 17. I just 
cannot recall. 
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Mr. MacIntyre. And you make sales of butter to the stores along 
with Carnation milk? 

Mr. Apams. Yes, sir. 

Mr. MacIntyre. Have you seen your butter advertised at 55 to 59 
cents in the stores in Denver? 

Mr. Apams. No, sir. 

Mr. MacIntyre. What is the price that you have noted your butter 
being resold at by the stores? 

Mr. Apams. The butter market varies from time to time, and we 
follow the prevailing market on butter. 

Mr. Srexp. Are you aware of any instance where a store has retailed 
your butter at less than your delivered price to the store? 

Mr. Apams. No; I am not. I think there was a time—I don’t 
know just how long ago it was—that we bought some special butter, 
which was not our label, and resold it; and I believe it was sold in the 
neighborhood of our price to the store. 

Mr. Macintyre. Sold by the store at a price at which you are 
making sales to the store? 

Mr. Apams. Yes. 

Mr. MacIntyre. Your price to the store has always been above 
the Chicago carlot uncut price? 

Mr. Avams. So far as I can recall—it has always been the pre- 
vailing market price. It has been on a competitive basis, whatever 
the prevailing market is on butter. 

Mr. MacIntyre. Do you have a deal with the A. G. Stores for 50 
percent of their shelf space for your Carnation products? 

Mr. Apams. No, sir, we do not—not a mandatory deal at all. 

Mr. MacIntyre. Well, a voluntary deal, then. 

Mr. Apams. Well, I think that we have asked various stores if we 
coult not have 50 percent of their cases, but I would say that by and 
large we do not have 50 percent of their cases. 

Mr. MacIntyre. But you have requested these chainstore accounts 
of yours in Denver to allot to you 50 percent of their shelf space. 

Mr. Apams. We do not have any chainstore accounts in Denver, Mr. 
Maclntyre. The Associated Grocers are a group of small, independ- 
ent merchants and they are not a chainstore group. And they are 
this voluntary group. 

Mr. MacIntyre. But they do have a common purchasing agent. 

Mr. Apams. Yes. 

Mr. Macintyre. They buy in rather large quantities. 

Mr. Apams. That is right. 

Mr. Macintyrr. For a good many stores at one time. 

Mr. Avams. Right. 

Mr. MacIntyre. Your salesmen have requested them to have the 
individual stores in that group to allot your concern 50 percent of their 
shelf space. 

Mr. Apams. Well, I wouldn’t use the term “request.” I think they 
have tried to obtain 50 percent of the case, which they would do with 
any store. 

Mr. MacIntyre. Well, would that be by request, or some other 
method? 

Mr. Apams. No—just a sales effort. 

Mr. Jonnson. What is the billing price of milk? Is it the same as 
the Denver Milk Producers’ price structure? 
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Mr. Apams. Are you speaking of raw milk? 

Mr. Jounson. Yes; for first class milk. 

Mr. Apams. We are under Federal order in Colorado Springs. 

Mr. Jounson. Is the price roughly equivalent to the Denver price? 

Mr. Apams. I would say they are similar, but I could not tell you 
exactly because it changes from month to month on the Federal order. 
And I would not attempt to say here just exactly how we compare. 

Mr. Jonnson. What does a quart of first class milk cost you 
currently? 

Mr. Apams. Well, of course that varies from month to month. 

Mr. Jonunson. Approximately 12 cents? 

Mr. Apams. I just would not venture a reply, speaking under oath. 
I would want to check my records. 

Mr. Jonnson. Would you be able to say that at the time you netted 
out 32.4 cents for a two-quart package of milk—was that covering all 
of your costs? 

Mr. Apams. Well, I have not had an opportunity to analyze that. 
But I would state this: That either we must meet competition or we 
lose our business. And that is what we did. 

Mr. Jounson. I follow you on that. But you are not prepared to 
say you were or were not covering all of your costs. 

‘Mr. Apams. I would not want to make that statement. 

Mr. Jounson. Now, Carnation is famous for coming from contented 
cows. Do you have some of your own cows here in the State? 

Mr. Apams. No, sir. We have a very sharp supervision of all our 
dairy farms that we purchase from, but we do not own cows in this 
area 

Mr. Jonson. Do you own the milking barns and farms or do you 
make arrangements with farmers by which you make loans to them 
to operate 

Mr. Apams. No; we have no loans to farmers, and we own no equip- 
ment on the farms. 

Mr. JoHnson. You are running purely a processing operation. 
You are not in the Carnation farms business in this State? 

Mr. Apams. No, sir. 

Mr. Steep. You have no 5-day cows? 

Mr. Jonnson. It has been suggested we need a 5-day cow. 

Mr. Apvams. We are trying to find that animal, Mr. Steed. 

Mr. Sreep. Mr. Adams, on behalf of the committee I want to ex- 
press our appreciation to you. We are sorry we have had to detain 
you so long, but we do appreciate your coming here and cooperating 
with us today. We thank you very much, sir. We want you to 
know you have been most helpful to us. 

Mr. Apams. I have been pleased to do it. 

Mr. Steep. The Chair has been informed that Mr. King would 
like to add some additional material to the record—if he will come 
forward, please. 

Mr. King, since you have already been sworn, the Chair will consider 
that you are under the same oath. 








348 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


TESTIMONY OF LLOYD J. KING, VICE PRESIDENT, KING SOOPERS, 
INC., DENVER, COLO.—Resumed 


Mr. Kina. I made this request to read this letter because I made a 
statement that we had been offered milk at a lower price than we were 
buying milk from Sealtest for. I wanted to—in order to verify that, 
inasmuch as Shoenberg was not here to testify, I wanted to verify it 
by reading a letter from them which bears out this statement, if that 
is permissible. 

Mr. Steep. You may do so. 

Mr. Kine (reading) : 


Pursuant to our conversation on Friday, May 22, our proposal is as follows: 
Shoenburg Farms will fill your brand name cartons with grade A dairy products 
with a butterfat content of whatever you specify, and bacteria and coliform counts 
will be far below the maximum set by the health department. 

This milk will be as fresh as possible and will have a flavor capable of building 
repeated sales in our store regardless of any competitive milk. 

We will assume the complete stock of cartons and will handle all inventories 
directly. Our price will be based on Denver Milk Producers’ price on fluid milk, 
which is as follows at this time: For example, 1 gallon of 3.5 ccsts 49.364 per 
gallon. To this price, you add 8 cents per gallon for cartons, plus 8 cents for 
processing, which means electricity, steam, water, sewage, refrigeration cases, 
plant loss, labor, taxes, depreciation, and supervision. You now come up with a 
cost to you of 65.364 per gallon, or 32.5 per half gallon, and 16.25 per quart. 

If your volume should increase over 1,000 gallons per day average, the processing 
costs would ke 7 cents per gallon. If you should have a further increase of over 
1,500 gallons per day average, your cost would be 6 cents per gallon. 

In other words, this plant will be operated as if it was directly owned by you. 
We will supply the other products at this price. Pints, half and half, 23; half 
gallons, nonfat, 18; quarts, nonfat, 9% cents. 

We feel that the above prices are more than reasonable and it would be hard 
to operate a plant of your own at these figures. 

If there are any questions or suggestions that you may have, please feel free to 
call on us at any time. 


(Signed) Epwarp P. Tepper. 


And I understand Mr. Tepper is the owner of the business. 

Mr. Steep. Would you give us the date on the letter? 

Mr. Kina. If I may at this time, I would also like to take the 
opportunity to—— 

Mr. Steep. Under what date did he write you that letter? 

Mr. Kine. That was on May 22. 

On the question of cartons—I don’t know whether that was entirely 
clear when Mr. Perry was talking—we were charged the cost of those 
cartons which the Shoenberg Farm had on hand. We were in no way 
obligated to take those, but we did it strictly on a moral basis. We 
felt obligated to do so. It was not a consideration for transferring 
the business to the Sealtest Dairy. 

Mr. Steep. Is Mr. Paul Miller here? The Chair has been informed 
that you have an additional statement you want to make. 

Since you have already appeared and taken the oath, the Chair will 
assume that you are under the same admonition. 
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TESTIMONY OF PAUL R. MILLER, MANAGER, OWENS DAIRY, INC., 
ENGLEWOOD, COLO.—Resumed 


Mr. Mituser. Thank you, Mr. Chairman and Congressman. 

I would like to try and clarify one point in—at least in our opinion— 
Mr. Perry’s testimony. Correct me if 1am mistaken. I believe that 
he stated he had had to meet cut prices of Owens Dairy. And I may 
be mistaken, but that is the way I understood it. 

I believe that Mr. Perry is mistaken on that. I believe that our 
books will bear out the fact that we do not have any cut prices. We 
have not had any in the past. And we at this time do not anticipate 
any in the future, unless this market completely falls apart. 

I would like just to make clear that I Saliove he is mistaken on that 
statement. 

Mr. Steep. Thank you. 

Is Mr. George Bickel here, please? 

Mr. Bickel, will you please identify yourself for the record. 

Mr. Bicke.. Yes, sir. I am George Bickel, assistant to the presi- 
dent of the Rocky Mountain Farmers Union, representing 19,000 
farm families in the States of Colorado and Wyoming. 

Mr. Streep. Will you raise your right hand, please? 

Do you swear that the testimony you are about to give is the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Bickg.. I do. 


TESTIMONY OF GEORGE BICKEL, ASSISTANT TO THE PRESIDENT, 
ROCKY MOUNTAIN FARMERS UNION 


Mr. Steep. Mr. Bickel, I understand you have a statement that 
you would like to give the committee, so you may proceed in your own 
way. 

Mr. Bickxe.. Yes—if I might—and knowing it is late, I won’t use 
over 5 or 6 minutes of your time. 

The farm people are tremendously concerned over this trend toward 
monopoly—knowing that since 1950 four large dairy corporations 
have purchased, through acquisition of stocks and assets, more than 
500 independent dairy businesses. 

From the standpoint of farm pepole, we see fewer and fewer com- 
petitive bidders left in the whole dairy industry. And from that 
angle, we are deeply concerned with this rapid trend toward 
monopoly. 

We are concerned a second way that is very important, and that 
is the misrepresented picture that price wars give to the consumer. 
I happen to know that several independent dairies who have testified 
here today have lost business since this price war began, with irate 
letters from consumers saying, “You are not concerned with my 
struggle to raise a family, because prices are high, and here you are 
trying to hurt the chainstore, which is going to do something for us.” 

We find from our own members even a misunderstanding of the 
function of Government in trying to stop monopoly, because during 
this period in which the price war rages—the result of which is a 
destruction of the weaker independent competitor; the consumer sees 
only the immediate thing of a temporary lower price. When he reads 
such ads as King Soopers advertisements stating that this is a new 
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regular price—well, to a consumer, to me, to anyone, that means a 
new regular permanent price—he does not know it will only last 
2 weeks and then the price will be back where it was, or even more. 

So we are deeply concerned that if we lose these independent dairy 
producers, we lose competitive bidders, we lose the essence of the 
free competitive enterprise system. 

How this works in reverse against the consumer is shown very 
directly. A very fine point was brought out here by Mr. Pederson, 
on the bids for the Denver public schools. These “invitation for bids” 
are so written that only four of the largest dairy concerns in Denver 
can legally bid. 

I would like to submit in evidence a copy of the specifications of the 
Denver public schools invitation for bid, revealing why only 4 of the 
largest—and historically I think up until this year only 3 of the 
largest firms could bid. 

(The specifications are as follows:) 





INVITATION FOR BIDs 












SCHOOL DISTRICT NO. 1 IN THE CITY AND COUNTY OF DENVER AND STATE OF COLO- 
RADO, DIVISION OF BUSINESS SERVICES, 414 14TH STREET, DENVER, COLO, 


Juty 20, 1959. 
Specification No. 59-304 

Milk (lunchrooms, nutrition, and home economics) to be delivered at various 
schools. 

Prices will be considered f.o.b. at the place designated. Bids bill be received at 
414 14th Street until 12 o’clock noon, August 3, 1959. The right is reserved to 
reject any and all-bids, or parts of bids; also the lowest bid if materials, quality, 
or wo*kmanship is not considered satisfactory. The right is reserved to accept 
all or any portion of this bid, unless the vendor states that it is based on securing 
th» entire order. Preference is hereby given to materials, supplies, and provisions 
produced, manufactured, or grown in Colorado, quality being equal to articles 
offered by competitors outside of the State. 


Epaar A. OLANDER, Administrative Assistant. 













Give price per pound, dozen, foot, and so forth, and carry out extensions Extensions 


Unit price 









Quote price on each item separately. 
Period: September 14, 1959, through June 10, 1960. 

Specifications attached hereto are a part of this invitation for bids. 
The following are approximate amounts needed per day: 








25,000 half pints, more or less, milk, single service containers................. $0. 0577 $1,442 50 
16,000 half pints, more or less, milk, chocolate, sinzle service containers. - -__- 0975 1,080 00 
50 quarts, more or less, milk, single service’containers_........2-.....-...-.-- . 22 11 00 
10 pints, more or less, cream, sin7le service containers__._................---- 46 4.60 
10 quarts, more or less, buttermilk, single service containers................- .21 2.10 
ee oumas, Ware OF 168K, COLERIS CROBUS on oo ons og ons ism ese en cccesenccesn . 26 13. 00 


Deliveries to be made not later than 11 a.m. to the junior and senior high 
schools and to certain elementarv schools. 

For additional information, call Mrs. F. Light, AM -6-2255, extension 370. 

Bidder will quote rate of discount to be allowed for prompt pavment, but 
this discount mav or may not be considered when awarding the business; 
it may only be taken as an incentive for prompt payment. 


This bid must be signed by the individual authorized to sign for the vendor. 
(Signed) ———. 
By ——. 
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SPECIFICATIONS 


DENVER PUBLIC SCHOOLS-——-MILK, CREAM, ICE CREAM, ICE CREAM SPECIALTIES, 
SHERBETS, ICES, OR ANY DAIRY PRODUCT OTHER THAN BUTTER AND/OR CHEESE 


General requirements 


The producing, and/or processing, and/or handling plants with all of their 
equipment including containers and delivery equipment shall be in a sanitary 
condition at all times. Bidder guarantees free and unmolested entry and in- 
spection of plant at any and all times by an authorized representative of the 
school district. Bidder also agrees to give full and complete information as to 
—oe used so that the school district may be assured that it is receiving proper 
materials. 

All manufactured products and any processing of materials must be manufac- 
tured or processed in one and the same plant. Plant must be operated and di- 
rect saan control of the bidder. Location of such plant must be given at time 
of bidding. 

All milk and cream must come from disease free and tuberculin tested herds. 
It must come from dairies having permits from the Denver City and County 
Health Department to ship milk and cream into Denver. 

All milk and cream delivered in single service containers must meet specifica- 
tion requirements of the Denver City and County Health Department. Samples 
of containers must accompany bids. 

Containers for other products must be so closed or sealed that contamination 
of the product cannot take place during handling or delivery. 


Weights and percentages 


Weights and percentages in these specifications are to be considered as mini- 
mum and must not fall below those stated in these specifications. All percentages 
are by weight. 

If any products furnished by successful bidder do not meet all requirements of 
these specifications, it shall be considered sufficient cause for cancellation of 
contract. 

Failure of the school district to invoke any penalty or to cancel contract on 
failure in any manner of bidder to meet specifications shall not be construed as 
freedom of bidder to continue in such failure or neglect of meeting specifications 
at a later date. 

In case of dispute regarding methods of examination, the standard methods of 
the American Public Health Associatior for milk and water shall be used for bac- 
teriological determinations, and the standard methods of the Association of Agri- 
cultural Chemists shall be used for chemical determinations. If none such exist 
the latest methods covering determination shall be used. 

All frozen products made for delivery under these specifications shall be plainly 
marked with name of manufacturer, flavor, date of production, and quantity in 
container. 


Fat 


Wherever the word ‘‘fat” is used in these specifications, it shall be taken to 
—_— Both fat from pure, fresh, milk or cream; or from wholesome sweet cream 

utter. 

It is an established fact that wholesome, palatable, satisfactory products can be 
manufactured from the materials listed under the various products and therefore 
the producer solely is responsible for appearance, palatability, etc. 

Ice cream and other frozen products shall consist of sweet milk, cream, skim 
milk, condensed milk, dried skim milk, wholesome sweet cream butter, egg yolk, 
sugar, harmless flavoring and coloring, and pure harmless edible vegetable gum 
or gelatin. 


Pasteurization 
All products furnished under these specifications shall be pasteurized by heating 
every particle of milk, cream and chocolate milk to at least 143° F., and holding 


at such temperature for at least 30 minutes; or at least 161° F., and holding at 
such temperature for at least 15 seconds, in approved and properly operated 
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equipment. Under any condition it is necessary to meet the bacteriological 
standards. Examination for pasteurization will also be made by the phosphotase 
test or any bacteriological and clinical tests required by the standard method of 
milk analysis. 

Ice cream and frozen desserts shall be pastureized by heating every particle to 
160° F., for at least 30 minutes. 


Bacteriological standards 


It is desired that the lowest possible standard plate count be obtained upon 
samples taken from material delivered at schools. It is mandatory that the count 
be not over 30,000 unless official standards ot city and county of Denver be lower 
that that figure, when they shall govern. 

It is desirable that no ‘bacteria of the colon aerogenes group be present, and 
more than 10 per cubic centimeter will not be permitted. Gas formation in any 
recognized bile broth shall be considered presumptive. Only the complete test 
shall be considered as conclusive evidence of the presence of colon aerogenes group. 

In view of the fact that the materials entering ices can be sterilized, a very low 
bacterial count is required and no gas forming organisms allowed. 

Milk 

‘Milk is the whole, fresh, lacteal secretion obtained by complete milking of one 
or more healthy, tuberculin tested cows, excluding that obtained within 15 days 
before and 5 days after calving, or such period as may be necessary to render the 
milk practically colestrum free. The name ‘milk’ unqualified means ‘‘cow’s 
milk’, Nothing shall be added or subtracted from the milk as drawn excepting 
pure sweet milk or cream as may be necessary to meet butterfat content requested 
in the bid. It contains not less than 3.25 percent of butterfat. Chocolate milk 
must contain not less than 3.25 percent butterfat including the chocolate fat. 


Sweet cream 


Cream is that portion of milk, rich in milk fat, which rises to the surface of 
milk on standing, or is separated from it by centrifugal force. It contains not 
less than that percentage of fat required below: 


Percent 
Ree Cnn 224 tecy Sind cua eo Ne ase See 24 Niel Ve ye git 18 
SG WOONRic isin kn Soc es a hk dd eb cee a 30 


Ice cream, ices and sherbets 


Ice cream shall contain not less than 12 percent butterfat in the vanilla product, 
and not less than 10% percent in other flavors. It shall contain not more than 
one-half of 1 percent by weight of approved stabilizer. It shall contain not less 
than 13% percent nor more than 16 percent of sugar. The total solids shall not 
be less than 36% percent. 

Ices or sherbets shall contain not less than 24 percent of sugar. All fruits and 
flavors shall be of the best quality. The finished product shall contain not less 
than thirty-five one-hundredths percent of harmless organic acid as determined 
by titration with standard alkali and calculated as lactic acid and derived in 
whole or in part from fruit or fruit flavoring material or by the addition of citric, 
tartaric, or lactic acid. The finished product may contain not more than one- 
half of 1 percent by weight of approved stabilizer. 

Net weight of ice cream, ices, and sherbets shall be not less than 3 fluid ounces 
per cup as delivered. 

If at any time the weight shall fall below this figure, the bidder agrees that a 
refund will be made by the bidder, or deduction made by the school district, 
as the district may choose; the refund or deduction to be such an amount as is 
equal to shortage in weight on all ice cream in pounds delivered during previous 
30 days multiplied by the highest price per pound of ice cream furnished during 
the previous month. 

Cup tops shall be plainly labeled to indicate flavors. For convenient handling 
cups shall be packed not more than 24 to each carton. 


Custard mizes or iced milk mixes 


The requirements are the same as for ice cream with the exceptions of butter- 
fat and total solids. Butterfat content shall be not less than 4 percent and total 
solids not less than 33 percent. 
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Prices bid and paid for one-half pint units of milk for school lunch program 
in Denver and larger towns around Denver 1958-59: 





City | Amount bid F Supplier 





| Cents 
Denver Public Schools sruannwacnaenl 6% Meadow Gold—Beatrice. 
Englewood Public Schools__.--...----- 6% Sealtest—National Dairy Products. 
Aurora Public Schools__..-.........----- | 6% Do. 
Fort Lupton Public Schools_----------- 6% Do. 


Sterling Public Schools-_---.....-..------ 644 Meadow Gold—Beatrice. 

Golden Pure Dairy—Independent. 
Select Farm Dairy—Independent. 
Holland Dairy—Independent. 
Arvada Dairy—Independent. 
United Dairy—Independent. 
Wilson Dairy—Independent. 
||Golden-Dale Dairy—Independent. 
Schoenberg Farms—Independent. 
Beatrice—Chain. 


Schools of Jefferson County ___....-..---- 5. 86 








Previously the Denver public school program was under several independent 
dealers—since the contract form was changed Beatrice has had the contract for 
milk the last few years and Carlson-Frink the chocolate milk contract. This 
next year Beatrice will have entire contract. 

Figures furnished by Charles Liley, director, Colorado State school lunch pro- 
gram and invitation for bids from Denver public schools: 

In the school year 1958-59, the Denver public schools paid Meadow Gold (Bea- 
trice Foods) 64 cents per pint of milk for its school lunch program. In the same 
year, the Jefferson County District R-1 schools paid an average of 5.86 cents per 
pint of milk to eight independent dairies and one chain dairy who had bid com- 
petitively for the accounts. 

Had the Denver school system received the same competitive price as its 
neighbor, Jefferson County, a savings of $17,550 would have been effected in the 
year 1958-59 on an estimated 4,500,000 pints of white milk. A total savings of 
$28,782 would have been effected, moreover, on an estimated 7,380,000 pints of 
white and chocolate milk. 

The second paragraph of this specification says: 


All manufactured products and any processing of materials must be manu- 
factured or processed in one and the same plant. Plant must be operated and 
directly under control of the bidder. 

Well, this simply means, with a bid for 25,000 half pints of regular 
milk, and 16,000 half pints of chocolate milk, that in Denver only 
the Beatrice Food Co., Carlson-Frink, which is now the Borden Co., 
and Sealtest, have been large enough up until this year, to bid. This 
year, however, due to the fact that the National Dairies had combined 
several dairies in a cooperative operating unit, they were able to bid. 
By the fact that they were able to bid, they will have saved the school- 
children of Denver some $50,000 this coming year. 

I would attribute this, if I may voice an opinion, to two things— 
to the activity of this committee in the market in Denver at this time— 
because the bids were due August 5, and because of the fact that one 
independent was still left strong enough to bottle this whole order 
if they could have secured the bid. 

Last year (Meadow Gold) Beatrice Foods sold the Denver public 
schools its fluid milk at 6% cents per half pint. This was the point 
Mr. Pedersen brought out. But it seems so important in terms of 
what happens once a monopoly situation is established, as it is here, 
with the bid specifications limiting participation to the largest, that 
it should be reemphasized. 

The Sealtest Dairies sold the Englewood public schools milk at 
6% cents, the same as Beatrice sold to Denver—the other large 
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school in the suburbs and areas south of us in Arapahoe County is 
the Aurora Public Schools. This went to Sealtest at 6% cents. 

The Fort Lupton schools, to the north of us paid 6% cents, for milk 
to Sealtest. 

The Sterling public schools paid 6% cents for milk to (Meadow 
Gold) Beatrice. 

Now, by contrast in the Jefferson County Schools, where a school 
district had the foresight to see that it, too, should be concer ned with 
the survival of small business, and insisted that the milk bid be 
broken down into units of school size, nine different dairies got the 
bid, including Beatrice, at a price of 5. 86 cents. 

This meant that in Denver, because of the monopoly arrangement, 
the youngsters of Denver were forced to pay some $28,000 more for 
milk than the youngsters of Jefferson County, should those youngsters 
have consumed the same amount, for comparative purposes. 

This, we feel, as a farm organization, is the end result of monopoly. 
And once the 32 or 33 independents are displaced, farmers have one 
market of four or five large chains, consumers have one source of 
supply, which is the same four or five large chains. 

There is one other point, if I might take a minute and impose on 
your time to pursue it, and that is this matter of surplus. Even 
with this large bid here to the Denver schools of 41,000 half pints, 
the superintendent of Denver public schools has said on other occa- 
sions that 90,000 children in the Denver school system—I think this 
also includes the parochial schools—some 75,000 in the public— 
should have school milk. We feel that if they were getting school 
milk, there would be no need of this surplus price to farmers, which 
is 40 percent of parity—that we could move all of this surplus very 
readily. And then these practices of importing milk for manufactur- 
ing to make cheese, ice cream and what not would be in an entirely 
different, both moral and economic, light. 

Mr. Streep. I am going to assume from what you have read that 
the requirement of having the school milk come from one plant would 
be an attempt to justify that on the basis that it made for easier health 
supervision. Are you in @ position to make any comment on whether 
or not all plants are under adequate health supervision regardless of 
any action the school board might see fit to take? 

Mr. Bicxex. I am sure, sir—and I make no allegation whatsoever 
or intend none against the Denver public schools in that regard—I am 
sure this is more convenient to them. However, within the contract 
are also the clauses of meeting the health standards of the city and 
county of Denver, which are very rigid and very finely enforced. 
Obviously, it is more convenient to handle it this way. But with the 
school board paying no attention to its implication, I am sure they 
never once thought of it, regarding what it does to block independent 
producers from participating. 

The school milk program, as you know—we fought for it very hard 
down threugh the years, was designed to do two things—first, to help 
undernourished youngsters; and second, to move surplus, ‘helping 
small dairy producers who were in trouble with surplus. 

Here we have it all channeled over then again into one of the largest 
monopolies in the dairy field. 

Mr. Streep. Well, I couldn’t agree with you more about the mis- 
understanding of the consuming public—which they seem to have 
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about some of these chaotic conditions that flare up in various indus- 
tries over the country. 

As a member of the Select Committee on Small Business for many 
years, I have participated in inquiries into many kinds of price wars, 
and the record is full of the fact that the worst thing that can happen 
to the consuming public is a price war followed by monopoly, because 
when that results, monopoly or near monopoly, then the consumer 
pays endlessly what the traffic will bear. 

Only when there has been free, open competition has the consumer 
been well served. I believe that record is so clear that anyone who 
has studied it could not possibly arrive at any other conclusion. 

We have seen what happens in many cases when shortage of supply 
comes to bear in a market. For instance, take the situation in the 
case of new automobiles immediately after World War II, when 
prices charged for new cars were going through all sorts of fantastic 
trade policies. And there have been many cases like that, all of 
which work to the detriment of the consuming public. 

It is particularly dangerous to the consuming public when economic 
conditions are permitted to become so chaotic that producers no longer 
can or will or are able to produce the commodities that the public 
wants and needs. 

We believe that free, open competition, stability in industry are 
goals that everyone should work for. And only those who serve 
selfish interests alone can hope to gain from conditions when they 
deviate from that very desired field. 

Mr. Jonnson. Mr. Chairman, I would like to elaborate on what you 
say. I won’t take the time now, but I ask permission to quote from a 
Department of Agriculture fluid milk and cream report of June 1959. 
[ would like to recite just a few illustrations to bear out this same basic 
point, which J think underlies the fears of many people with respect to 
monopolies. 

Where you have a city in which substantial monopoly or the absence 
of competition exists, as in New York, for example—the home de- 
livered price per quart is 30 cents, compared to 28 cents elsewhere in 
the State. In Atlantic City, 29 cents as against other New Jersey 
prices of 26 to 27 cents where competition remains active. Or i 
Philadelphia, where more competition exists, the home delivered price 
is 27 cents a quart, against 25 or 26 cents elsewhere in Pennsylvania. 
Or in St. Louis, 28 cents in that city, where there is very little competi- 
tion, against 23 cents in Kansas City or Springfield. Or in Chicago, 
prices ranging from 26 to 29} cents for home delivery, compared to 22 
and 23 cents for other cities in Jllinois. Similarly situations are seen in 
other cities throughout the country. And the end result of the de- 
struction of competition, is that the consumer pays not less, but more. 

Mr. Steep. Our committee has many pages of testimony showing 
what has happened to the consumer in terms of prices of gasoline, 
where gasoline price wars have raged, and many other fields. It 
always results in the same answer. And the attractiveness of price to 
the consumer seems to be such that it is quite easy for the consuming 
public, enjoying the benefits of a price war, to forget what can happen 
and always does happen if those wars go on to the point that legitimate 
competitors are going down and monopoly results. 

Price wars requiring vendors to sell below cost must of necessity 
destroy the weak or the small first. Only those who have strong 
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financial resources can survive—or in the case of commodities like 
milk, companies that have operations over a wide area, and where 
they can offset losses in one market by profits in another—that is an 
advantage the local independent of course does not enjoy. 

Mr. Jounson. Mr. Chairman, I want to thank you on behalf of the 
community for the fine, impartial, fairminded way in which you have 
conducted the hearing, and for your courtesy in coming out here. 

I want to thank the dairy industry representatives who have been 
here today for their patience and their willingness to come before 
this committee to discuss the problems in this market area. 

Mr. Streep. As I said in my opening statement—and I want to 
emphasize it again—this committee is not out here because we think 
the people of Colorado should pay higher prices for anything. We 
are out here inquiring into a chaotic condition in a basic industry. 
And if we can do anything that will help bring stability and maintain 
free and open competition, we want to do so, believing that if we do 
that, we will have done something to serve the best interests, as to 
quality, price and service, of all the consuming public. 

Do you have any further comments you would like to make, sir? 

Mr. BickeEt. I believe not, sir. 

Mr. Streep. On behalf of the committee, I want to thank you for 
coming here. 

Mr. MacInryre. Mr. Chairman, before you close, I want to say 
that we have been requested by the attorney for King Soopers that 
there be inserted in the record the correspondence which Mr. Lloyd 
King had with Congressman Johnson July 6 and July 9, during the 
course of which King Soopers transmitted to Congressman Johnson 
a copy of a tabulation of prices which King Soopers believed to be 
in effect by a number of small grocery stores in the sale of milk in 
the Denver area May 1, 1959. 

Mr. Streep. In keeping with the policy of the committee to try to 
permit those affected to make the record as complete as they see fit, 
this material will be admitted as part of our record. 

(The material referred to is as follows:) 

Kine “Soopers,” Inc. 


Denver, Colo., July 9, 1959. 
Hon. Byron L. JouNson, 


Member of Congress, 
House Office Bualding, 
Washington, D.C. 


Dear CONGRESSMAN JOHNSON: Mr. O’Connell, the Seattle representative of 
the Federal Trade Commission, was in my office on Wednesday, July 8, to discuss 
the milk situation in Denver. I gave him a copy of my letter to you of July 6, 
a ee with him the matters that I discussed with you and set forth in 
my letter. 

There are two matters, however, which I did not discuss with you and, although 
I do not think they are particularly important, I did want your office to have as 
full a report of our situation as the Federal Trade Commission. 

Mr. O’Connell and I discussed the reasons for our discontinuance of the Shoen- 
berg Dairy as a principal supplier for King Soopers. In addition to the problem 
of quality control, there is another important factor in our decision which I ne- 
glected to mention to you. King Soopers, Inc., operates with union help and 
we go to unusual lengths to let the consuming public, including members of labor 
and their families, know of our cooperation with organized labor. Shoenberg 
Farms were not and are not unionized. As a result, while we were using their 
product, we were using nonunion milk, a fact which was called to our attention 
repeatedly by our employees and by the consuming public. On more than one 
occasion, pamphlets were distributed indicating Shoenberg milk was nonunion. 
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This situation we did not like and, although we could not force Shoenberg Farms 
to employ union labor; we did tell them repeatedly of our problem and urged them 
to consider unionizing their — They were and are evidently adamant on 
having a nonunion operation. his situation was certainly influential in our 
decision to change to Sealtest this spring. 

Mr. O’Connell and I also discussed our long association with the Sealtest Dairy. 
This association dates back to 1934 when I was operating Save-A-Nickel Stores. 
At that time the dairy was known as Garden Farm Dairy and I knew intimately 
the owners and operators. Subsequently, the Garden Farm Dairy was sold and 
it became known for many years as Steffen’s Garden Farm Dairy. During all of 
this period, Save-A-Nickel and subsequently King Soopers purchased from Garden 
Farm and its successor. Subsequently, Steffen’s Garden Farm Dairy was sold 
to Sealtest and we became acquainted with the management of that company 
through our old friends at Steffen’s Garden Farm. As a result, it was only 
natural that we should continue this association since 1934 by asking Sealtest if 
they would be interested in supplying our private label milk and their nationally 
advertised brand in our stores. I mentioned this to Mr. O’Connell and pass this 
information on to you because I did not want to leave the impression that our 
association with Sealtest was based solely on price considerations. The business 
was given to Sealtest on the basis of price and long association with the Sealtest 
Dairy and its predecessors. 

Except for the above two facts, it is my recollection that I covered the same 
ground with Mr. O’Connell that 1 did with you on Saturday, July 4. 

Yours very truly, 


Luorp J. Kina. 


JuLy 6, 1959. 
Hon. Byron L. JoHNsON, 


Member of Congress, 
House Office Building, Washington, D.C. 


Dear CONGRESSMAN JOHNSON: At the outset, may I state that I shall appreci- 
ate it if you will keep confidential and request that any agency to whom this letter 
is referred keep confidential the following information: (1) Prices at which we 
purchase milk from our suppliers, (2) gross profit margins on sale of milk, (3) 
reasons for not continuing Schoenberg Dairy as a King Soopers source of supply. 

On behalf of our company, King Soopers, Inc., may I take this opportunity to 
thank you and members of your staff and Mr. J. Brooks Robertson for the oppor- 
tunity to discuss with you the position of King Soopers, Inc., as to a possible 
investigation being considered by the House Subcommittee on the Dairy Industry 
and the Federal Trade Commission. 

As I explained to you in person, we were greatly concerned on the basis of news- 
paper reports that you were considering the desirability of calling for an investiga- 
tion by the Federal Trade Commission primarily because King Soopers, Inc., on 
June 25, 1959, lowered their half-gallon milk price to 39 cents to meet competition. 

King Soopers, Inc., during the summer of 1955 was involved for approximately 
56 trial days on a motion for a temporary injunction involving alleged sales below 
costs by our company and all other competitors in the Denver area. You will 
recall that at that time Judge Joseph A. McDonald declared the Colorado Unfair 
Trade Practices Act unconstitutional. This decision, as you know, was never 
appealed to the Supreme Court and the Supreme Court of the State of Colorado 
has never acted on the question. This litigation was most costly to King Soopers, 
Inc., both from a standpoint of time and money. 

To avoid, if possible, a prolonged investigation and the expense in time and 
money that such an investigation will undoubtedly entail, I was most anxious that 
our position in the current milk controversy in the metropolitan area be known to 
you and to the investigating agencies concerned. Our position briefly stated is 
this: We met competition in the Denver area with a price of 39 cents per half- 
gallon, a price at which approximately 63 to 65 stores were selling. Our 39-cent 
price allows us a fair margin of profit. 

By way of background, may I state that I was one of the founders of Save-A- 
Nickel Stores, Inc., who for many years were engaged in the retail food business 
of Denver. I sold out my interest in that concern when I entered the service in 
the U.S. Navy during World War II. Upon my return to Denver, I started King 
Soopers, Inc., in 1947 with a small store in Arvada, Colo. From the very first, 
our store and the subsequent stores serving the Colorado consumers have had 
three cardinal policies: (1) Quality food items; (2) unexcelled service and cour- 
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tesy; and (3) low food prices. As a result of these policies, the consuming public 
have approved of our operations, and we have expanded until at the present time 
we have 11 stores in Colorado, 9 located in the Denver metropolitan area, 1 in 
Colorado Springs, and another in Pueblo. In 1957, King Soopers, Inc., merged 
with the J. S. Dillon & Sons Stores Co., Inc., with headquarters at Hutchinson, 
Kans., operating some 41 stores in the central and southwestern part of Kansas. 
The policies and operations of the Dillon division and the King Soopers division 
of the J. S. Dillon & Sons Stores Co., Inc., are independent in their merchandising 
policies. In connection with the purchases of milk, the two divisions are absolutely 
independent. I do not know at this writing what the sources of supply for milk 
are for the Kansas stores. 

At the present time our Colorado stores are supplied primarily by Sealtest 
Dairies and the Beatrice Food Co. (Meadow Gold). Prior to April 1, 1959, we 
purchased milk and milk products from Schoenberg Dairy of Denver. We dis- 
continued purchases from this source primarily because of lack of quality control 
on the part of the supplier and not on account of price. At the present time we 
can, on the basis of quotations given us, buy cheaper from Schoenberg than from 
our present two suppliers, but do not chose to do so because of variance in quality 
control at the Schoenberg Dairy. 

In addition to the nationally advertised milk products, we market milk under 
the ‘‘King Soopers” label. We have been purchasing our private label King 
Soopers’ milk for 34.49 cents per half gallon as opposed to a 43 cents (less dis- 
count) price for nationally advertised milk of Sealtest and Meadow Gold. May I 
emphasize at this time that the 34.49-cent price, in addition to being lower ce- 
cause of elimination of the expense of national advertising and other costs asso- 
ciated with a nationally advertised product, is a price for delivery f.o.b. the sup- 
plier’s dock in Denver. This pickup and delivery by King Soopers eliminates the 
expense of delivery by the supplier and the usual salesman’s commission of ap- 
proximately 5 to 10 percent in connection with such delivery. By large volume and 
few stops, King Soopers affect an additional approximately 10 percent savings in 
delivery costs. I might point out that because we only have one store in Colorado 
Springs and one store in Pueblo, the supplier does deliver the King Soopers’ milk 
at these two stores only. Delivery at Colorado Springs and Pueblo by our supplier 
is only a temporary arrangement. 

For some considerable period of time we have been informed, and observed in 
part by our comparative shopping, that from 63 to 65 outlets have been selling 
milk either in paper cartons or glass containers for 39 cents per half gallon. We 
have been seriously concerned about the effect of these low prices on our milk 
sales. During this period, we were selling our private label of 47 cents per half 
gallon when it was costing us 34.49 cents or approximately a 27-percent gross 
profit. For a staple item such as milk we considered this to be too high a margin 
of gross profit and were for this reason alone giving serious consideration to lower- 
ing our price. 

On June 25, 1959, we, therefore, did meet the competitive price of 39 cents per 
half gallon in all of our 11 stores. Within a few hours after we announced the 
39-cent price on our King Soopers’ milk, we were informed by both Sealtest and 
Beatrice that they were reducing their wholesale price on national brands to 36 
cents net per half gallon. We then reduced the price of the nationally advertised 
product to 39 cents, meeting the 39-cent price of Miller’s Toptaste and Meadow 
Gold milk. 

Although Scotty’s Dairy in Denver and Colorado Springs have reduced their 
ae to 37 cents per half gallon, as has Country Charm, a distributor in the 

enver area, we have not met these prices. We are not interested in and for 
ourselves to meet isolated lower milk prices and will consider further reduction in 
milk prices only if a significant segment of the outlets sell at a lower price. We 
have only met competition which we felt would seriously affect our business and 
have met that price with a price that allows us, on our King Soopers’ milk, a 
gross profit of approximately 11.5 percent. 

I am enclosing herewith a list of Denver area stores that were selling milk on 
or about May 1, 1959, at approximately 39 cents per half gallon. May I empha- 
size that this list was supplied to us from outside sources and we have not ind- 
pendently verified each price. Prior to June 25, 1959, when we reduced our price 
to 39 cents per half gallon, we were informed that there were approximately 63 to 65 
outlets in the Denver metropolitan area selling milk at 39 cents per half gallon. 

I am enclosing herewith a copy of an ad run by Country Charm Dairy in the 
Denver Post on Thursday, July 2, 1959. You will note in the ad that Country 
Charm Dairy states: ‘39 cents has been our half gallon price for over 2 years.” 
This is a good example of the price advertising being carried on by outlets in the 
past few months. 
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In summary, may I state that King Soopers, Inc., lowered its half gallon price 
on milk to 39 cents per half gallon to meet longstanding competition in the Den- 
ver area, 39 cents being the selling price of approximately 65 outlets in the Denver 
area. In meeting the 39-cent price, we are making a fair margin of gross profit 
on this product. So long as our suppliers sell us milk for dock delivery at or 
about the current price of 34.49 cents, we anticipate that our price will remain at 
39 cents. 

May I again thank you for the opportunity to meet with you and your staff 
last Saturday. I also hope that this brief explanation will enable the interested 
investigative groups to understand our position in the current milk situation in 
the Denver area. 

Yours very truly, 
Kine Soopsrs, INc., 
Luioyp J. Kina. 

Enclosures. 

P.S.—This letter has been hurriedly drafted to present information to you in 
Washington tomorrow, July 7. Please be assured, however, of our continued 
cooperation and desire to furnish you what information you may need. Please 
call upon us to expand the present information or furnish you with additional 
information. 

Denver area stores, milk prices, May 1, 1959 

















Name of account and address Brand ¥4-gallon | Gallon 
price price 

1. Bi Lo Super Market, 4509 South Broadway---..--.-..-.-- Be licts-isitisse-cadpiesisaconed $0. an $0. 79 
2. Boulevard Dairy, 506 South Colorado Blvd_--_---.--.--- CWO s 55055 ok Mee - 83 
3. Priddy*s Grocery, 2420 West Evans. --........-...------ IN obo Sica nen eee @ b.se. 
4. Cecil's Thriftway, 1004 South Gaylord_-_..-........-.-. Country Charm _-.-.-_-- .39 jee 
5. Crazy Norwejian, 3496 South Federal ----_....-...-..-.--]- dibduiaeds dubitecl 1.39 

6. Get Rich Dairy, 3485 South Acoma. - -.--......--..-.-...- Gs Po Se oe Boa. 
7. Get Rich Dairy, 2966 South Broadway... -_..--.-.-.-----]----- = Ss ae Saparciane Sian aaa iis 00 Boa 
i arenes NOP Ue SEUIIS CRC ON i ascension aocerende Hae gM cst epee ec ey eee ee 
9. Brentwood Meats, 2084 South Federal----_....--...---- ' Gold oN cas pains cian seceee 79 
10. Rawleigh Grocery, 395 South Pearl_...-.------ cidaccaabieans De Pc « down cee, <a Baca, 
11. Country Charm, 1735 South Broadway ---.----...-.---- Es oth cao eee ee 
12. Emergency Pantry, 2418 South Federal----.....-...---- Coane Charm... ._.- «Oe Beene 
13. Emergency Pantry, 2400 West Evans---_--..--..-...----|----- eee . 2 Se 
MA, Lemans, 1b Ge Teenie ba 5. 2~.-2-- 22cc Coetthas hse ec B - 83 
15. Markdale Grocery, Altura, Colo-__-._._..-----.---.------ NGI Sanit acess ctaaeeea 83 
Tn eG I, © OUNNE CREE UR ONNIIN 6 oo cis oe mdiwievicens Penea aman Mas aims wanda enin naimeacue 83 
17. Hi Lo Market, Derby_--__- S57 tha lpia De taba dae NAIR or art gt a Ra ns 79 
ie Se a hed unin gaiemeimmeiorerens PI secre eae saetineenauees . 83 
19. Cowette (near Thornton), North W ‘ashington____- weedeat nae he ed .83 
20. John’s Grocery, 72d and Valley Hiway---...-..--.------- IN os dente cis cadidiuiie maw ceeecin 81 
es OMERNIAL FRI, WU ONGNEEE SEIEIN noe os ncnnoncnawaeesonens ee Soe Se Sek adaaxeman 85 
22. Coyle’s Market, North Washington____-___---._-_----- oie cahtane eee 81 
23. Crazy Norwejian, Morrison Rd. and Sheridan_--_-_-...-- eee 1.39 83 
24. Harts Corner Grocery, Morrison Rd. and Sheridan _ --_-- Gold’ 'N PUG 2 5 Wecsectoce 79 
25. Curve Market, Morrison Road. ---.-...........-.....-.--}.--- a ea 79 
26. Morrison Fruit, 3590 Morrison Rd--.-......-.------------ Geantey Charm.___.- 40. Lp cenenahe 
27. Golden Merchants, Golden --_........-.........-.-.-...- RS) | Bee .79 
28. Golden Gate Grocery, Golden.__..---------- ahaa ise = Es oc stalay ldeaiacbaiiasicn Sa aa cea .79 
II: CIN as cinta gimmie ees ev cap caw i it denainices hn eects .79 
30. Pearl Creamery, 7th and Wadsworth ______-____- awit en sia eee ies aieed aeaiand -83 
31. Golden Pure Dairy, Colfax and Sheridan-_----- ctl hess ected cence .79 
ie srOmvette, Mth and Shea... .... .... .... ncn dg schon. |e=-- do CR Meccctccecesiel .83 
33. Copper Peel, 23d and Federal. -......_....-.-.......-... Country Charm______ 28 13400 
34. Hillcrest Co. Market, 44th and Wadsworth---_-..___.__- po. ee Sees .39 .79 
35. Little Abner Market, West 44th_-..-_-.---.--..-...--.-- CN sists ci oA Biiiiec neces 
Sees (OPOOEET, We O06 GORD. «525 n oon ceepnewncceses Gee te 2. 25 ocatdnscacaatie .79 
Siu meee gnaerket, West 206h. 8 be. 2. daw 2 dance Tep-Ko cen... 4 Biaae~e . 
38. Lloyd Gordon’s Market, West 38th and Sheridan__-_-_-- Gold ’N Pure_- ae .83 
39. Manor Creamery, 72d and Federal______...-..-.....---- ee Charm______- Msn ticiccmnss 
40. Colonial Dairy, 72d and Federal_---........-......--.-.] Owm-__.._.--..---. =i SS wcnnmcan 
41. Fenimore Grocery, 6604 Federal_.__.._......-...-.--.--- Gold ae OMe... sage Py 
@. Grocery, SUED att tke <sdbne ~~ 5 5ckas--shuces--cln RE x cleanse = AS ois .79 
OE TE SNE, We I wails iis <n cdnniccconsawecenn ET ait cistenibnciaccne lt uacdnostaen mae aaacae 
44. Colonial Dairy, 1408 end Linen ..............2.0-500<<- Colonial. _ _-- a (2) (2) 

45. Grocery, Colfax and Clermont. ...........-..-....-.---. Country Charm__.._- a Voenadatas 
46. Radio Super Market, Westminister. -__-............-.--- ewe eT rae se naa 
G7. Beary’s Meares, West. See AVG. 2266s nce sens sn. ccascwcch cas d ; .39 

48. C. Buzz, Littleton and South Sheridan - 3.45 
49. Country Charm, West 38th Ave___- (4) 
50. Thrift-W ay, Parker Rd. and Monaco- - .39 
1144 percent. 
2 2144-gallon paper, 1 quart free. 
3 Part time. 


439 cents glass, 40 cents paper. 
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Not 


We will not be subservient to the 
dictates of a "Rigged" milk mar- 
ket. Country Charm milk is and will 
be priced independent of any arbi- 
trarily imposed milk price struc- 
ture. 

39c has been our half gallon price 
for over 2 years. We feel this is 
commensurate with a fair margin 
of profit. After the current milk 
price war we will continue to offer 
quality milk at reasonable prices. 

all of us at 


country Charm Dairy 


SAVE — Buy Cash & Carry 
o> opeaemn® 
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JuLy 9, 1959. 
Hon. Byron L. JoHNSON, 
Member of Congress, : 
House Office Building, Washington, D.C. 


DeaR CONGRESSMAN JoHNSON: Mr. O’Connell, the Seattle representative of 
the Federal Trade Commission, was in my office on Wednesday, July 8, to discuss 
the milk situation in Denver. I gave him a copy of my letter to you of July 6, 
and discussed with him the matters that I discussed with you and set forth in my 
letter. 

There are two matters, however, which I did not discuss with you and, although 
I do not think they are particularly important, I did want your office to have as 
full a report of our situation as the Federal Trade Commission. 

Mr. O’Connell and I discussed the reasons for our discontinuance of the Shoen- 
berg Dairy as a principal supplier for King Soopers. In addition to the problem 
of quality control, there is another important factor in our decision which I ne- 
glected to mention to you. King Soopers, Inc., operates with union help and we 
go to unusual lengths to let the consuming public, including members of labor and 
their families, know of our cooperation with organized labor. Shoenberg Farms 
were not and are not unionized. As a result, while we were using their product, 
we were using nonunion milk, a fact which was called to our attention repeatedly 
by our employees and by the consuming public. On more than one occasion, 
pamphlets were distributed indicating Shoenberg milk was nonunion. This 
situation we did not like and, although we could not force Shoenberg Farms to 
employ union labor, we did tell them repeatedly of our problem and urged them 
to consider unionizing their help. They were and are evidently adamant on hav- 
ing a nonunion operation. This situation was certainly influential in our decision 
to change to Sealtest this spring. 

Mr. O’Connell and I also discussed our long association with the Sealtest Dairy. 
This association dates back to 1934 when I was operating Save-A- Nickel stores. 
At that time the dairy was known as Garden Farm Dairy and I knew intimately 
the owners and operators. Subsequently, the Garden Farm Dairy was sold and 
it became known for many years as Steffen’s Garden Farm Dairy. During all of 
this period, Save-A-Nickel and subsequently King Soopers purchased from Garden 
Farm and its successor. Subsequently, Steffen’s Garden Farm Dairy was sold 
to Sealtest and we became acquainted with the management of that company 
through our old friends at Steffen’s Garden Farm. As a result, it was only 
natural that we should continue this association since 1934 by asking Sealtest if 
they would be interested in supplying our private label milk and their nationally 
advertised brand in our stores. I mentioned this to Mr. O’Connell and pass this 
information on to you because I did not want to leave the impression that our 
association with Sealtest was based solely on price considerations. The business 
was given to Sealtest on the basis of price and long association with the Sealtest 
Dairy and its predecessors. 

Except for the above two facts, it is my recollection that I covered the same 
ground with Mr. O’Connell that I did with you on Saturday, July 4. 

Yours very truly, 
KiNG Soopers, Inc. 
Luoyp J. Kina. 


Juty 1, 1959. 
Mr. Luoyp KIN«e, 


King Soopers Office, 
Denver, Colo.: 

As Congressman for the second district I am available to all citizens to discuss 
any problems of concern to them. I will be in Colorado Friday through Monda 
and would like to accept your offer to discuss the present milk situation, just as 
will be discussing it with others. The Federal Trade Commission exists to assure 
fair business practices, and I believe it should investigate all serious charges of 
price discrimination to protect all legitimate interests concerned. No legitimate 
operation need fear such investigation. Please arrange time and place with my 
district representative, Mrs. Ruth Gurley, Pyramid 4-5933. 


Byron L. Jonnson, Member of Congress. 
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Mr. MacIntyre. I have nothing further to offer. 

Mr. Steep. Before we adjourn the Chair wants to again express his 
appreciation and the appreciation of the committee and the staff to 
all of you for your patience and your cooperation and kindness in 
coming here today in this long and weary session. 

We want to thank Congressman Johnson and Congressman Rogers 
for their cooperation and assistance to us. 

We want you to know again that this committee is not an adminis- 
trative committee. It is a committee of no powers in the terms that 
administrative agencies have. We operate as the eyes and ears of the 
House of Representatives dealing with the problems of the American 
small business community. We are factfinders. We try our best to 
remain objective. Sometimes it is a little difficult. 

We will take the material we have obtained here back, add it to the 
other material we have obtained in other areas of the country. We 
will do our best to objectively analyze it, to reach conclusions, to make 
recommendations which will be passed on to the full Select Committee 
on Small Business, and finally present it to those legislative committees 
of the House which do have the power to consider the legislative 
changes, if any, we may recommend as part of our idea of what could 
be done to help bring stability to this industry and to help maintain 
free and open compe tition in this field. 

With that, the Chair will declare these hearings adjourned, and we 
will meet later in Washington at the call of the C ‘hair. 

(Whereupon, at 5:35 p.m. the committee stood in recess, subject 
to the call of the Chair.) 








